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Sears, Roebuck and Co., a New York corporation, originated 
from an enterprise established in 1886. The company is head¬ 
quartered in Sears Tower, Chicago. The principal businesses 
of the company are: 

Sears Merchandise Group consists of merchandising, credit 
and international operations: 

Merchandising distributes broad lines of mer¬ 
chandise and services in the United States. 

Credit initiates and maintains the customer 
credit accounts generated by Merchandising. 

International conducts retail merchandise and 
credit operations in Central and South America, Mexico and 
Puerto Rico and in Canada through Simpsons-Sears Limited 
(an equity affiliate). 

Allstate Insurance Group provides property-liability insur¬ 
ance, life-health insurance and consumer finance services. 

As of Jan. 1, 1983, the group will also include 
mortgage guaranty insurance activities, currently included in 
the Coldwell Banker Real Estate Group. The consumer 
finance services will be moved to the Dean Witter Financial 
Services Group. 

Coldwell Banker Real Estate Group invests in, develops, 
manages, and acts as a broker in real estate and provides var¬ 
ious real estate services, which include financial and mortgage 
guaranty insurance activities. 

Dean Witter Financial Services Group engages in securities 
brokerage and principal trading activity, domestic and over¬ 
seas investment banking, mutual fund and money manage¬ 
ment, and savings and loan and related services. 

Sears World Trade, Inc., a new global services company, will 
assist businesses and governments in the exporting and im¬ 
porting of products, technology and management services and 
will provide related consulting services. 
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millions, except per share 
data and .shareholders 

1982 

1981 

1980 

Revenues 

$30,020 

$27,357 

$25,161 

Net income 

861 

650 

610 

Dividends 

476 

429 

429 

Per share 




Net income 

2.46 

2.06 

1.93 

Dividends 

1.36 

1.36 

1.36 

Investments 

13,497 

12,229 

11,336 

Total assets 

36,643 

34,509 

28,319 

Shareholders’ equity 

8,812 

8,269 

7,665 

Shareholders (thousands) 

350.3 

354.1 

349.7 


Revenues Net income 

(in billions of dollars) (in millions of dollars) 


35 1000 










































Message to Shareholders 



Scars, Roebuck and Co. corporate senior 
management (from left): Archie R. Roe. president: 
Edward R. Telling, chairman and chief executive 
officer, and Richard M. Jones, vice chairman and 

chief financial officer. 
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F or Sears, Roebuck and Co., 1982 was a year of sig¬ 
nificant progress toward the company's primary goal 
of providing more goods and services for more people 
in the 1980s. As a key strategy to meet, this objective, 
and in anticipation of changing and expanding markets, 

Sears, Roebuck and Co. further enhanced its dedication to 
becoming a leading provider of financial services in the United 
States. 

Major organizational and operating achieve¬ 
ments included the successful integration of Coldwell Banker 
and Dean Witter Reynolds into the Sears family of companies, 
as well as the establishment of cohesive interaction among the 
Merchandise, Insurance, Real Estate and Financial Services 
Groups. In addition, 1982 saw the formation of Sears World 
Trade, Inc., a general trading company designed to pursue a 
spectrum of new business opportunities on a global scale. 

Financial Results The corporation regis¬ 
tered significant year-to-year improvements in revenues and 
net income despite the difficult economic climate and intense 
competition. In 1982, the company’s net income was $861.2 
million, up 33 per cent from $650.1 million in 1981. Earnings 
per share were $2.46, compared with $2.06 the previous year. 
Total operating revenues for 1982 were $30.02 billion, an in¬ 
crease of 9.7 percent from the $27.36 billion recorded in 1981. 

Sears Merchandise Group Sales and in¬ 
come growth continued in the Merchandise Group, despite the 
lingering effects of the recession. Factors contributing to this 
growth included enhancement of Sears brands, inclusion of na¬ 
tional brands, more dramatic merchandise presentation, and 
in-store “shops. ” Sears continues to be dominant in durables, 
while strengthening its apparel lines. 

A major turnaround in Credit operations 
occurred during the year, offsetting such negatives as the effect 
of foreign currency devaluations. Direct-response marketing 
programs, specialty store retailing and specialty catalogs also 
played important roles in the retailing mix. 

Allstate Insurance Group Improved under¬ 
writing and higher investment income led to Allstate’s income 
gains during 1982. Innovative products and quality service 
proved to be keys to success in a highly competitive market- 
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"The corpora!ion 

registered significant 

year-to-year 

. . ■ improvements in 

revenues and net 

income despite the 

ciimale and intense 

competition. ” 



“Major organizational and operating 
achievements included the successful integration 
o/Coldwell Ranker and Dean Witter Reynolds 
into the Sears family of companies, as well as the 
establishment of cohesive interaction among the 
Merchandise. Insurance, Real Estate and 
Financial Services Groups. ” 


place. Allstate's expansion in the commercial and life-health 
insurance fields is also expected to contribute to growth. 

Coldwell Banker Real Estate Group High 
interest rates continued to plague both residential and com¬ 
mercial aspects of the real estate industry. However, the upturn 
in residential real estate sales late in 1982 was one sign of 
recovery. The Group’s results also reflect sales of shopping 
centers and peripheral properties. 

Dean Witter Financial Services Group 
During the year, the Group added staff and services in an¬ 
ticipation of a strengthening investment market. In addition, 
improving investor expectations and the related surge in mar¬ 
ket activity had a positive effect on revenues, trading and 
profits. Also, declining interest rates and improved administra¬ 
tive cost controls impacted favorably on Allstate Savings and 
Loan, which became part of the Group during 1982. 

Financial Network Centers During 1982, 
Sears, Roebuck and Co. opened test Financial Network 
Centers in Chicago, Atlanta, Denver, Houston, Dallas, subur¬ 
ban Washington, D C., and two in California. As a result of 
this positive test experience, more openings have been planned 
for 1983. Providing a growth opportunity unique to Sears, 
Roebuck and Co., these centers, located in Sears retail stores, 
offer consumers a full array of financial services, including 
home buying/selling; life, mortgage and property-casualty in¬ 
surance. and investment vehicles. 

These Financial Network Centers illustrate the 
company’s goal, of providing more goods and services—a con¬ 
venient and natural extension of the Sears franchise with 
American consumers. 

Sears World Trade, Inc. This general 
trading company was formed in 1982 to engage in importing, 
exporting and other trade support services. It also offers man¬ 
agement, technological and financial services to U.S. and for¬ 
eign firms expanding into overseas markets. 

Offices have been established in Chicago, 
Washington, D C., Asia, Europe and South America. A major 
concentration of effort will take place initially in the Pacific 
Basin—including Japan, Hong Kong, Singapore, the Philip- 



The chui mien and chief executive officers of the 
eompany's businesses (from left): Donald E. 
Craih. Jr.. Allstate Insurance Group: Roderick M. 
Hills. Sears World Trade, hie.: Robert VI. 
Gardiner. Dean Witter f inancial Services Group. 
Edward I. Brennan, Sears Merchandise Group, 
and C. Wesley Paulson. Coldwell Banker Real 
Estate Group. 
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"A gradual recovery is 
projected to take place 
in many economic 
sectors in 1983. 
Inflation has slowed, 
setting the stage for 
real economic 
growth ." 




/instate 


insurance 
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"Providing a growth opportunity unique to Sears. 

Roebuck and Co.. Financial Network Centers 
make insurance, real estate, and securities broker¬ 
age services available within Sears stores, thus 
extending existing channels of distribution with 
expanded product and service lines." 


pines, Indonesia and Australia—where there is the largest 
potential for Westernization of products and services. 

The management team assembled to direct the 
Sears World Trade organization is headed by Roderick M. 
Hills, chairman and chief executive officer; Frank C. Carlucci, 
president and chief operating officer; Curtis A. Messier, senior 
vice president, and John F. Waddle, managing director and 
executive vice president. 

Management Changes and Board Actions 
Within the Dean Witter Financial Services Group, Robert M. 
Gardiner was named chairman and chief executive officer and 
Philip J, Purcell was named president and chief operating 
officer. Also, William E. Sanders was appointed vice presi¬ 
dent—corporate personnel and employee relations, succeeding 
Charles F. Bacon, who retired. 

Two new directors were elected to the board in 
August. They are: Sybil Collins Mobley, dean of the Florida 
A & M School of Business, and Nancy Clark Reynolds, presi¬ 
dent of Wexler, Reynolds, Harrison & Schule, Inc. 

Reflecting the company’s performance, the 
board on Feb. 7, 1983, increased the quarterly dividend from 
34 cents to 38 cents per share on our outstanding common 
stock. The dividend is payable April 1 to shareholders of record 
Feb. 24,1983. This board action indicates an annual dividend 
of $1.52 compared with $1.36 in 1982. 

Outlook A gradual recovery is projected to 
take place in many economic sectors during 1983. Inflation 
has slowed, setting the stage for real economic growth in an 
atmosphere of more moderate price increases. 

All Sears, Roebuck and Co. businesses — 
Merchandise, Insurance, Real Estate, Financial Services, and 
World Trade—should benefit in the wake of the recovery 
evidenced by these trends. 
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Edward R. Telling 

Chairman and Chief Executive Officer 
March 23, 1983 






Sears Merchandise Group 




WJ e see ^ ears evolving 

V Y from a general 
merchandiser which today 
provides a broad assortment 
of products in 50 departments 
to a collection of powerful, 
distinctive lines that make 
a dominant statement within 
the context of the total 
store—not only in areas of 
traditional strength but in 
opportunity areas as well. 



Perspectives on Merchandising 


C hange drives the American retail industry. Change 
in customers ... change in lifestyle ... change in 
competition .. . change in technology ... change in 
the economy. Although it may vary by degree, we 
have come to accept the inevitability of change in merchan¬ 
dising as the only constant. 

As we move farther into the 1980s, it becomes 
increasingly apparent that the prospects for long-term success 
in this industry favor only those merchants who can an¬ 
ticipate and then effectively respond to the challenges of a 
competitive retailing environment. The proliferation of shop¬ 
ping centers from coast to coast—coupled with a fluctuating 
economy—have signaled the need for a more opportunistic 
merchandising strategy, one that focuses on the improvement 
of existing Sears stores, consistent with our great heritage as 
America’s leading retailer. 

Underscoring this direction are the trends we 
see in the marketplace. Today’s customers defy easy catego¬ 
rization. They’re younger ... more affluent ... more active 
... better educated ... and more value conscious than ever 
before. Even more important, they demand an exciting store 
in which to shop. 

To win their allegiance, a retailer must go 
beyond simply offering a wider assortment of goods or the 
lowest prices. Today, everything we do as merchants must 
reflect those varied lifestyles and expectations. That means 
the merchandise ... the advertising ... the services ... the 
total store must have a fresh look of excitement and appeal. 

Sears also recognizes the effect changing tech¬ 
nology will have on the total retailing environment— 
especially the opportunities that exist for sales and income 
growth. Direct response marketing... electronic shopping... 
streamlined customer service ... speciality catalogs ... all 
present interesting possibilities for the decade ahead. With 97 
years of success behind us, we are confident that as long as we 
maintain the trust of the 36 million American families who 
count on Sears for their merchandising needs, the future 
remains both bright and assured. 



Year in Review 


Year a fter year, independent 
opinion polls confirm that 
Sears is one of the best-known 
and most trusted commercial 
institutions in the nation. 



I n 1982 Sears Merchandise Group continued the drive 
to broaden and increase the sale of goods and services 
to the 36 million American households who comprise 
its core customers, at the same time strengthening the 
return on that huge base. The effectiveness of this course can 
be measured by the Group’s annual results: for the second 
consecutive year, the Merchandise Group reported signifi¬ 
cantly higher earnings on an increase in net revenues in line 
with the rate of industry growth. 

Despite a sluggish economy, marked by high 
unemployment in many areas ofthe country, improvement in 
domestic merchandising operations again sparked total 
Group performance. Tight expense control, coupled with 
strengthened gross margins, enhanced a total merchandising 
strategy which combines Sears traditional strength in hard 
lines with a more customer-responsive approach to such op¬ 
portunity areas as men’s and women’s apparel, sportinggoods 
and home fashions. 

The positive swing in 1982 credit operating 
results also added to the continued resurgence of Sears Mer¬ 
chandise Group. For the first time in more than two years, 
this segment was in the black, largely due to lower interest 
rates, strict adherence to expense controls and general im¬ 
provement in the condition of Sears credit accounts. 

Only international operations failed to show 
improvement for the year. Substantial foreign exchange losses 
in Mexico and reduced profits from Canadian affiliate 
Simpsons-Sears hampered overall performance. 

For 1983, the Merchandise Group is following 
the same proven formula that has guided its revitalization 
thus far with the ultimate objective of developing, merchan¬ 
dising and operating a better, more responsive kind of Sears 
store. The success of this approach centers upon continued 
progress in five strategic areas: 

Building on Strengths First—and most 

important—Sears is committed to offering only those product 
lines and assortments that make a strong merchandising 
statement within the context of the total store. 

Wherever possible, market share is being 
gained with strengthened Sears brands, totally supported by 
advertising and presentation programs. Careful development 



Scheduled for national installation in 19X3. this 
new sporting goods concept aggressively merchan¬ 
dises popular names such as Penn. I oil . Adidas. 
Wilson and Spalding, head-to-head with Sears 
brands in an exciting selling environment. 
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Sears remains the nation's largest catalog mer¬ 
chant, publishing some 300 million copies of its 
two general, one Christmas and more than 20 
specialty books annually. 


With 831 U.S. stores and 2,388 catalog outlets, 
most Americans live within 15 miles of a Sears facility 



As much of a classic as the man for whom the new 
menswear collection is named.. "Antic"combines 
the finest fabrics and construction with traditional 
styling and detailing at affordable prices , 


of the soft line equivalents to such powerful Sears names as 
Kenmore, DieHard and Craftsman remains an important 
route to transforming today’s opportunity lines into tomor¬ 
row’s vehicles for sales and income growth. Last fall’s in¬ 
troduction of the “Arnie” line in menswear, Evonne 
Goolagong in women’s sportswear and the “Open Home” 
collection in home fashions is a logical extension of the suc¬ 
cessful Cheryl Tiegs and Diane Von Furstenberg signature 
programs. 

But in some departments—and for certain 
lines of goods—there already exists a national brand with a 
huge customer following. Levi jeans is one example; Wilson 
sporting goods and Bell telephones and accessories are others. 
For those customers who prefer to buy only those brand name 
items, Sears is committed to giving them that Qption in its 
stores and catalogs. 

However, giving them a choice does not mean 
abandoning the traditional Sears brand merchandise. In fact, 
they complement each other. This was clearly demonstrated 
in last year’s test of a new sporting goods concept which 
aggressively merchandises popular names such as Penn, Voit, 
Adidas and Wilson head-to-head with Sears brand goods. The 
sales results in the eight prototypes were excellent and hold 
promise for the future. 

New Selling Environment Directly related 
to the buying direction is a strategy that seeks the exciting and 
innovative presentation of merchandise at point of sale. As 
opportunities for profitable expansion decrease in the years 
ahead, Sears will dedicate a proportionately larger share of the 
capital budget to the accelerated contemporization of existing 
stores. In 1983 Sears will open 14 stores—four in new mar¬ 
kets and 10 relocations. 

While great strides have already been made in 
this area, Sears continues to pursue a better kind of retail 
store. Just as the buying strategy requires the continual re¬ 
examination of the external environment for each product 
line—including competition, customer expectations and life¬ 
styles—it also demands that those findings be translated to 
the internal environment as well. 

That means positioning merchandise where 
the customer naturally expects to find it, organized by logical 



departmental adjacencies and then presented with such ob¬ 
vious impact that the customer immediately knows that he or 
she has come to the right place. It means designing the kind of 
sensitive shopping environment that successfully blends the 
customer’s growing desire for convenience with the com¬ 
pany’s determination to render service. It also means recog¬ 
nizing that the process is evolutionary and long-range in 
scope. As long as the retail store remains the preferred outlet 
for consumer goods and services, the company must continue 
to innovate and experiment within its four walls. 

Projecting a Quality Image Next is the 
development of an advertising strategy that consistently sells 
“Sears the total store.” The goal here is a promotional 
statement that both reinforces Sears reputation as a value- 
oriented retailer while underscoring the excitement of a Sears 
shopping experience. 

Bold, colorful newspaper advertising, with 
more white space and cleaner graphics, characterizes Sears 
distinctive new look in weekly promotional media. As for 
national magazine and television advertising, three major 
campaigns—“We Install Confidence,” in automotive . .. 
“You’re in fora Change,” in women’s apparel. .. and “Have 
We Got Something To Show You” in home entertainment— 
effectively convey strong product stories while highlighting 
the personality of the store. 

Service and Savings Strict adherence to 
operating disciplines is the fourth key strategy. Here, Sears 
has a dual objective: to increase the productivity and 
efficiency of personnel, systems and facilities, while continu¬ 
ing the drive to eliminate unnecessary administrative over¬ 
head and expense wherever feasible. An important adjunct to 
this total cost control effort is the renewed emphasis on 
providing a consistently higher level of customer service in 
retail and catalog. 

Consistent with that direction. Sears is chan¬ 
neling more resources toward the development and im¬ 
plementation of such customer-oriented systems as “price 
look-up,” which speeds transactions by automatically record¬ 
ing and checking merchandise prices while providing im¬ 
proved inventory controls. Introduced last year in 156 stores, 



Dramatic mannequin dusters and high-tech grids 
are two lifestyle merchandising techniques which 
today add impact to the fashion presentation in 
Sears new Contemporary Women’s Shop. 
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Taking into account the overlap between Sears 
25 million credit card customers and 24 million 

catalog customers, there are 36 million American 
families who shop Sears regularly. 



Simplicity of style and total coordination of color, 
pattern and texture characterize "Open Home, "a 
premium quality collection of home fashion tines 
Sears is introducing nationwide. The updated 
country look includes home furnishings, 
comforters, linen, dinnerware and accessories. 


price look-up will be operational in 90 per cent of all retail 
units by 1984. Future plans also call for the expansion of this 
system to include a mechanism for “instantaneous” credit ap¬ 
provals as well as faster, more efficient package pickups. 

Catalog Opportunities The fifth and final 
strategy addresses the catalog business, an area Sears has led 
for nearly 100 years. With more customers placing a premium 
on saving time, shopping by catalog is rapidly gaining in 
popularity. Today more than 4,000 catalog houses vie for a 
share of this market. To meet this challenge, Sears intends to 
make its catalogs a more exciting and appealing way to shop 
... where the product line is the driving force .. . supported 
by higher quality presentation ... backed by reliable service. 

As part of this strategy, Sears is emphasizing 
the development of new “specialogs” designed to appeal to a 
specific market by presenting the merchandise in greater 
depth and in a more easily understood manner. Last year’s 
successful “Especially for Cooks” and “Especially for Mother 
and Baby” books are just two examples of the more than 20 
specialogs Sears now publishes. 

Specialty Retailing Initiatives In 1982 
Sears expanded its first venture into specialty stores with the 
opening of 38 more Business Systems Centers in selected 
locations around the country. This spring the company began 
testing a concept for a free-standing Sears Paint and Hard¬ 
ware store in suburban Chicago. Five more are planned by 
year end—one in Chicago and two each in Los Angeles and 
New York. The product mix is geared primarily to small tick¬ 
et convenience items such as paint and related accessories, 
with the balance comprised of hardware lines plus selected 
sundries. 

Outlook The Merchandise Group looks to 
the future with renewed confidence. Building on a superb 
customer base and a well known reputation for quality and 
integrity, Sears intends to broaden and strengthen its hold on 
the vast middle market it has traditionally served. While the 
economic outlook is far from clear, it continues to provide 
ample opportunities for sales and income growth. Sears 
progress in recent years shows that the program is in place 
that will help it achieve that goal. 
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Allstate Insurance Group 


As the country moves 
xV out of the economic 
recession, Allstate is 
positioned to take full 
advantage of the marketing 
opportunities generated 
by a changing society... 


J 


Perspectives on Insurance 


T he Allstate Insurance Group in 1982 achieved note¬ 
worthy results as it entered its second half-century 
in property-liability insurance and observed the 
25th anniversary of the Allstate Life Insurance 

Company. 

Property-liability operations center on All¬ 
state Insurance Company, a multiple-line insurance com¬ 
pany. Passenger automobile and homeowners insurance 
account for approximately 85 per cent of its business. Life- 
health insurance sales and earnings are assuming greater im¬ 
portance in the Allstate Insurance Group's overall results. 
The companv's expansion into commercial lines allows it to 
offer v irtually every major line of insurance to businesses. 

The need for innovative products and quality 
service has never been greater — and Allstate has made 
changes that enable it to meet these competitive challenges. 
From redesigned, flexible business owners policies to insur¬ 
ance products for the growing number of mobile home 
homeowners. Allstate researches the needs of the insurance 
marketplace and designs products to penetrate the market. 

The life-health insurance industry anticipates 
record growth in this decade. Allstate's array of new life 
products has had good consumer response and is an indica¬ 
tion of the emphasis Allstate is placing on product design that 
responds to demographic trends, including the rising number 
of working women. These products also reflect the American 
public's growing understanding of the role of life insurance in 
financial planning. 

As the country moves out of the economic 
recession. Allstate is positioned to take full advantage of the 
marketing opportunities generated by a changing society. The 
company's leadership position in the insurance industry 
clearly demonstrates that its commitment to excellence is a 
successful business strategy. Allstate has the products and ser¬ 
vice. the distribution systems and the skilled staff necessary to 
achieve greater growth and profitability. 


Year in Review 



Allstate's 13,000-person claim staff— 
the world’s largest—settled approximately 
5.25 million claims last year. 


A lthough property-liability insurance industry un¬ 
derwriting results continued to deteriorate in 
1982, Allstate was able to improve its under¬ 
writing performance from the previous year. 
Allstate adjusted its rates on products sold in many areas of 
the country to meet the problems of inflation, especially 
serious in personal injury and health care costs. 

Among the nation’s property-liability in¬ 
surers, the Allstate Group of companies collectively ranks 
second in size on the basis of premium volume. 

The new commercial home office in South 
Barrington, Ill. was opened in late 1982. This facility provides 
Allstate with the environment to produce the products and 
services necessary to enable the companies to compete suc¬ 
cessfully in this highly complex and competitive market. 

The insurance needs of business enterprises 
are served through Allstate’s commercial divisions and com¬ 
mercial insurance subsidiaries: 

□ the Allstate Commercial Insurance Divi¬ 
sion, Northbrook Property and Casualty Insurance Company, 
Northbrook Indemnity Company and Northbrook National 
Insurance Company, which meet a broad spectrum of com¬ 
mercial insurance needs; 

□ Northbrook Excess and Surplus Insurance 
Company, a major factor in the excess and surplus lines field; 

□ the Allstate Reinsurance Division, a large 
writer nationally and internationally of reinsurance. 

The introduction of property and liability 
lines to Japan through a wholly owned subsidiary is one of the 
latest moves in the international area. The subsidiary is the 
first property-liability company to be established in Japan 
since 1951. It is the first Japanese non-life insurance company 
funded by foreign capital. 

Claim Service Allstate has the world’s 
largest full-time claim staff, about 13,000 people, handling 
millions of claims each year. In order to provide faster, more 
efficient claim service, Allstate began countrywide installation 
of a property loss estimating system that operates through 
Allstate’s computer network. This system—the only one of its 
type in the industry—is used to estimate structural damage to 
homes and buildings. The sophisticated program is being in- 



Mlstate offers a well-rounded tine of insurance 
products. Recent new products and enhancements 
to existing policies are designed to reach the grow¬ 
ing number of people that studies have 
shown to be the prime buying age group. 
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In its sixth year. Allstate’s Helping Hands em¬ 
ployee volunteer ism program received the Nation¬ 
al Service Award for outstanding dedication and 
leadership on behalf of vohmteerism. Whether in 
groups or in one-on-one situations, employees 
reached out into their communities to improve the 
quality of life for those who need it most. 



One of the design innovations of the new Com¬ 
mercial Insurance Division headquarters in South 
Harrington. Hi. is its state-of-the-art loss control 
lab facilities. There, environmental samples col¬ 
lected by industries insured by Allstate and other 
insurers are processed and tested. 


stalled in all district claim offices and will provide faster and 
more efficient claim service and better information for man¬ 
aging the claim operations. 

Allstate’s new property loss estimating system 
follows another recent sophisticated installation—the first 
countrywide, computerized auto damage estimating system. 
This program has improved automobile claim operations and 
customer service. 

Product Distribution Even though Allstate 
agents historically have sold in Sears stores, the new environ¬ 
ment created by the Sears Financial Network is very prom¬ 
ising. Early indications are that Allstate’s customers and 
agents like the new arrangement, and preliminary sales results 
are favorable. 

The Allstate employee agents who sell in these 
financial centers, in Allstate booths in other Sears stores and 
in separate neighborhood offices, total about 11,700 men and 
women and are the core of the Allstate marketing distribution 
system. 

Allstate utilizes other systems of insurance 
distribution as well. In the past seven years, Allstate has 
developed an independent agency system to sell the com¬ 
pany’s products in rural areas where there are no full-time 
Allstate agents. This successful marketing program has more 
than 1,650 independent agencies under contract with Allstate. 

In addition to Allstate commercial products 
sold through the employee agent, the Northbrook Property 
and Casualty Company has commercial products sold 
through some 640 independent agents and brokers. 

Allstate uses extensive direct mail marketing 
techniques and is actively expanding this sales method to 
reach unpenetrated markets. 

To be more informative to the public and to 
help create a receptive climate for Allstate products, the com¬ 
pany conducts what it believes to be the most effective adver¬ 
tising program in the industry. In an image and awareness 
survey recently conducted by the Allstate Research Center, 
consumers were asked what company they would consider if 
they were in the market for automobile and homeowners in¬ 
surance. Allstate was voted number one in both lines, and by 
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Allstate's 11.700 exclusive employee agents are 
located throughout the country in Sears stores, 
neighborhood sales ojjices and Sears Financial 
Network Centers. 


a larger share than in 1981, when it it also ranked first. In life 
insurance, Allstate Life was voted into the number three posi¬ 
tion for the first time. 

Product Development Meeting Allstate 
customer needs requires the developing and marketing of in¬ 
novative products. With one in five Americans now age 55 or 
oven Allstate has recognized the importance of serving the 
expanding older population. The company’s “55 and over 
discount” program for retired persons was implemented in 40 
states in 1982 with significant success. This program brought 
the company many new automobile and homeowners 
policyholders and has helped to retain present customers. 

Allstate’s new policy for mobile homes was 
implemented last year in 45 states with excellent results. 
Given the inflated cost of single family homes and high inter¬ 
est rates, the 10 million people now living in mobile homes 
will be joined by many others. A larger share of this market 
will increase the number of Allstate policyholders. 

The development of new programs and the 
enhancement of existing products also must be accompanied 
by imaginative marketing. “The Great American 
Homeowners Campaign” was Allstate’s answer to the sluggish 
housing market. The campaign to stimulate sales combined 
agent training, merchandise incentives, customer and pro¬ 
spective customer mailings. Where warranted, rates were 
reduced slightly in certain areas. Results from the five-month 
campaign were very positive. 

Life-Health Insurance New personal life 
insurance products and features were introduced in most 
states. These products include “Instant Life,” which provides 
permanent insurance the moment the customer and his or her 
agent sign the application. The “Instant Life” policy, which 
quickly became the life company’s best selling policy, auto¬ 
matically includes a number of special features, such as the 
Waiver of Premium and Newborn Baby benefits. 

Allstate Life in 1982 began offering an in¬ 
dividual flexible premium retirement annuity which com¬ 
bines an interest rate guarantee with the opportunity to earn 



Allstate's new computerized property loss estimat¬ 
ing system the only one of its type In the industry, 
provides more efficient claim service and allows 
for unproved management of claim operations. 
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Allstate holds more than 5,000 issues of state and 
municipal bonds from across the country, provid¬ 
ing capital for schools, parks, transportation and 
other vital community needs. 




Allstate’s catastrophe claim handling teams arc 
well known in the industry for fast, fair claim ser¬ 
vice to customers during the height of a crisis. 


additional interest over that which is guaranteed. It is com¬ 
petitive with individual retirement accounts being offered by 
other financial institutions. 

Allstate agents also helped to meet the in¬ 
surance needs of small “Main Street” businesses. Excellent 
sellers in 1982 were group life and health policies tailored for 
employers with less than 20 employees. In addition, substan¬ 
tially increased sales of group life-health products to larger 
employers were recorded by Allstate’s Group Life and Health 
division. 

Based on the face amount of personal in¬ 
surance sold in 1982, Allstate’s licensed agents have placed 
Allstate Life in a position which it anticipates will be within 
the top 1 per cent of the 2,100 legal reserve life insurance 
companies in the United States when industry results are 
published. 

The Outlook Solid growth in premiums 
earned is anticipated for 1983. Allstate will stimulate sales 
through new advertising and promotional campaigns targeted 
at various public segments. Sales facilities will be expanded. 
The impressive assortment of successful new products should 
continue to stimulate and expand sales. Policies and features 
tailored to the needs of consumers in 1983 are taking their 
place in agents’ portfolios. Life insurance will continue to 
receive strong emphasis as the number of potential policy¬ 
holders in the prime buying age group (ages 25 to 44) expands 
greatly during the remainder of this decade. Lower interest 
rates and lower average price increases for autos and homes 
during the anticipated 1983 economic upturn are likely to im¬ 
prove home and auto sales substantially and should have a 
positive result in homeowners and auto insurance purchases. 
Allstate’s commercial activities will receive new emphasis in 
several areas. 

During 1982, Allstate took many steps that 
are expected to strengthen sales and income. Allstate is well 
positioned to take full and early advantage of the marketing 
challenges and opportunities that face it in the remainder of 
the 1980s. 
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Coldwell Ban ker Real Estate Group 


O ur fundamental aim 
is to maintain and 
extend our leadership 
position in real estate 
through providing the 
consumer and investor 
a full range of quality 
residential and commercial 
services—with integrity 
and at a good value. 


Perspectives on Real Estate 


W hile extraordinarily high and fluctuating inter¬ 
est rates have adversely impacted the real es¬ 
tate industry, the Coldwell Banker Real Estate 
Group has undertaken an aggressive expan¬ 
sion program in the residential, commercial and developmen¬ 
tal areas of its business. The objective in this wide-ranging 
effort is to maintain and enhance the Group’s position as 
America’s preeminent full-service real estate network, one 
that provides a wide spectrum of innovative services for its 
customers throughout the nation. 

In the area of residential real estate, the 
primary mission has been to expand through opening addi¬ 
tional offices in cities where Coldwell Banker residential 
offices are presently located; through acquisition of leading 
brokerage firms in new market areas; through new offices in 
Sears stores, and through the franchising of select affiliates to 
operate in medium-sized and smaller communities. 

Opportunities in the commercial real estate 
services marketplace vary substantially by area. However, as 
a measure of the potential we envision, the strategic focus 
remains on expansion with a projected 86 per cent increase in 
office locations over the next five years. 

The Group will continue to develop and oper¬ 
ate investment properties, and derive additional income from 
development and sale of peripheral land, together with the oc¬ 
casional sale of mature properties. 

Expansion efforts of the Group also are ex¬ 
pected to result in the sale of more profitable related goods 
and services, many of which will be provided by other 
members of the Sears, Roebuck and Co. family of companies. 
Competitive advantage will be sought through development 
of superior channels of distribution that will permit us to 
provide our customers a complete array of real estate and 
related services. 



F or most of 1982, Coldwell Banker Real Estate 

Group had to contend with residential and com¬ 
mercial real estate markets weakened by high inter¬ 
est rates and carrying costs. Despite these economic 
factors, the Group expanded its market penetration, scope of 
services, and breadth of geographical coverage throughout the 
year in order to lay a secure foundation for the future. 

Along vvith the fundamental brokerage activi¬ 
ties and commercial deve’opment endeavors, the Group also 
offers residential and commercial services such as mortgage 
banking, referral and relocation, real estate management, in¬ 
stitutional real estate capita) management and title insurance 
services, among others. 

Residential The national residential mar¬ 
ket improved slightly in 1982, although mortgage interest 
rates remained abnormally high much of the year. Mortgage 
financing during the period was aided somewhat by sellers 
carrying mortgage loans on houses sold and by holders of 
long-term fixed rate mortgages offering blended rates (refi¬ 
nancing at a combination of the old .rate plus new “lower- 
than-market rates” in exchange for a shorter term mortgage 
and a collectively higher yield). 

By the end of 1982, 39 new wholly owned 
residential offices were opened or acquired, including eight in 
Sears Financial Network Centers, and 13 were closed, thereby 
increasing the Group’s nationwide total 10.6 per cent to 271. 
Moreover, 142 residential offices in communities of 500,000 
people or less were added to Coldwell Banker’s residential 
network through the Group’s Residential Affiliates program. 
The purpose of this franchising program is to enable Coldwell 
Banker to provide uniformly superior real estate and related 
services within every market of significance in the United 
States. 

Commercial The commercial real estate 
market began to deteriorate early in 1982. It is anticipated 
that recovery in this market will lag behind residential 
recovery, as it has historically. 

Coldwell Banker opened nine new commer¬ 
cial offices in 1982, an increase of 16.4 percent over 1981. By 
1987, the Group plans to have approximately 120 commercial 
brokerage offices. 



Serving America 's mobile society, Cold'.veil 
Banker's residential network provides uniformly 
superior real estate services to consumers 
throughout the L ot tied States. 
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Cot dwell Banker Residential Group 
(including Affiliates) was involved as agent 
in the sale or purchase of more than 40,000 homes 
throughout the United States in 1982. 




The 3500 Piedmont office building in Atlanta is a 
prime example of the Caldwell Banker Real 
Estate Group 's strategy to extend its development 
interest into office and multi-use projects. 


Development Already the industry’s lead¬ 
ing shopping center developer in 1982, Homart Development 
Co., another Coldwell Banker Real Estate Group subsidiary, 
has diversified into office buildings and multi-use develop¬ 
ments. 

Homart also has responded to the trend of an 
increasing number of corporations and financial institutions 
entering real estate development ventures. To meet these 
needs, Homart will solicit joint-venture agreements, such as 
its partnership with the Xerox Corporation at the Xerox 
Centre office building in Las Colinas, Texas. 

During 1982, Homart completed and began 
leasing the 3500 Piedmont office building in Atlanta and is in 
the process of developing Gateway, a 117-acre business park 
in South San Francisco. Three joint-venture malls opened last 
year: Hot Springs Mall in Hot Springs, Ark.: Dover Mall in 
Dover, Del., and WesTgate Mall in Amarillo, Texas. In addi¬ 
tion, expansions were completed at Woodland Hills Mall in 
Tulsa, Okla. and Town East Mall near Dallas, Texas. 

The Coldwell Banker Real Estate Group, 
through another subsidiary, also provides development ser¬ 
vices to institutions, corporations and individuals who wish 
to contract for development services but retain full owner¬ 
ship. 

Outlook Overall, the Coldwell Banker 
Real Estate Group intends to achieve earnings stability with 
its wide spectrum of services, and significant growth from ex¬ 
panded market positions. In addition, improved market con¬ 
ditions are expected in 1983 as a result of anticipated lower 
mortgage rates. 
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Dean Witter Financial Services Group 


T ' he expansive develop¬ 
ment of the financial 
services industry has 
presented a formidable 
challenge for the 1980s and 
beyond. As the number of 
individuals and families 
investing in securities 
increases at a quickened 
pace, Dean Witter Financial 
Services Group has 
summoned its Sears family 
resources to prepare for this 
changing environment. 


Perspectives on Financial Services 


B y any standard, 1982 marked the beginning of a 

new era for Dean Witter Financial Services Group 
and its people. For the first seven months of 1982, 
a period of relatively slow market activity. Dean 
Witter Reynolds tested various ways of processing volume 
ever more efficiently while concentrating on cost control. 

Then, at the peak of the control effort in 
August, business volume moved up to record levels and Dean 
Witter Reynolds operations people experienced a dramatic 
increase in demand for their services. The result was a new 
plateau of activity across all product lines, handled with ease. 

The ability to handle the post-July 1982 
demands, which saw 100-million-plus share days occur with 
some frequency on the New York Stock Exchange alone, was 
a result of building and development efforts of recent years 
which were characterized by an emphasis on systems and per¬ 
sonnel improvements. 

Dean Witter Financial Services Group has 
gained new strengths, while maintaining its managerial 
independence during its first year as part of the Sears, 
Roebuck and Co. complex and is now better able to provide 
the superior services demanded by its environment. 


I 


Year in Review 


Dean H 'liter's econo mi sis and market strategists 
gamed considerable recognition by being among 
the most perceptive during the year in anticipat¬ 
ing trends and market direction for the ben eft pi 
its clients. The Investment Policy Committee 
(L-R:. irnoldMoskowitz. Lee Idleman, Chairman 
brands Kelly, Richard Rippe and Robert Stovall) 
correctly called the post-August 12 bull market. 



I n 1982 Dean Witter Financial Services Group saw the 
beginnings of accelerated growth through cooperation 
within the Sears family. 

Among the first was the direct marketing of 
the Sears U.S. Government Money Market Trust to Sears 
credit card holders early in the year. This program helped the 
Trust grow from a standing start in March to more than $500 
million in assets at year-end. 

After mid-year, the Group began to offer 
clients, through its Unit Trust department, certificates of 
deposit issued by banks and thrift institutions, including All¬ 
state Savings and Loan Association, a part of the Dean Witter 
Financial Services Group. Termed “Easy Cash CD’s.” these 
have been a great success, with total new issue sales of $377 
million. 

The most visible melding of skills this first 
year took place via the Sears Financial Network, which was 
inaugurated in eight selected Sears stores across the nation in 
July. The number of new account inquiries, new account 
openings and actual transactions per day, per broker at the 
Network locations compared very favorably with the experi¬ 
ence of Dean Water’s 345 offices throughout the 50 states. 

As the year ended, a backup to Dean Witter’s 
mainframe computer was nearing the operational phase. This 
project is being accomplished through use of a Sears Mer¬ 
chandise Group computer facility, located near Philadelphia, 
and will allow Dean Witter to regain its computer capability 
in an estimated J1 minutes should New York City suffer an 
electrical energy reduction. 

Advancing Market Share As a key 
element in expanding market share, Dean Witter is accelerat¬ 
ing the training of new account executives and, more impor¬ 
tantly, is further training veteran managers and brokers in new 
industry techniques. The new year will see many more new 
offices and strengthened institutional services. More aggres¬ 
sive television advertising campaigns are already underway. 

Confronted with mounting competition from 
banks and savings institutions. Dean Witter InterCapital has 
fortified its market position as a leader in asset management. 
In five short years, assets under management at InterCapital 
have grown from $200 million to more than $11.6 billion. 



Packages of corporate, U.S. Government and tax- 
exempt bonds marketed as unit trusts are increas¬ 
ingly popular with individual investors. More 
than $3 billion in unit trusts were sold to Dean 
Witter clients in I9S2. Key unit trust staffers in¬ 
clude U.-R): Put Scida, Rosalie Resnick. Ted 
pQvick, Henry Arbeeny, Clement Shaefer and Kay 
Foster. 











Dean Wilier Reynolds is one of the largest over- 
the-counter market makers. Shown at work is 
Jeremiah Mullins, senior vice president and man¬ 
ager. over-the-counter trading. 



The largest single component in generating record 
Dean Witter revenues is the group of some 4,800 
account executives—investment professionals in 
Dean Witter Reynolds offices around the world. 
Bolstered hy improved market conditions, produc¬ 
tivity per account executive reached a record high 
in the second half of the year. 


New people with proven skills joined Dean 
Witter’s Capital Markets unit during the year. Transactional 
Finance and Real Estate units were added and produced en¬ 
couraging early results. The Project Finance, Private 
Placement, Merger/Acquisition, Public Finance and Utility 
Finance specialists introduced several innovative concepts to 
the marketplace which helped make Dean Witter’s late-1982 
syndication calendar one of the heaviest ever. 

Fixed-income operations at the broker/dealer 
turned in a particularly strong year, abetted by innovative 
new products. Among these were insured tax-exempt bonds, 
variable rate bonds and unit trusts, zero coupon unit trusts, 
and transactions direct from issuers to the marketplace, in ad¬ 
dition to the Easy Cash CD’s. 

The Commodities division has changed its 
name to Futures division to reflect the broadening scope of 
the futures markets. These have evolved past the traditional 
commodities to include debt—and now equity-based 
products. 

Two new futures products groups have been 
successfully launched in recent months: Precious Metals 
specialists have the ability to trade and make markets in coins 
and metals around the clock on a worldwide basis; and Index 
and Options specialists participated in each new index and 
options futures contract as they were introduced. 

Outlook An improved operating environ¬ 
ment for the financial services industry would include: 
reduced inflation, falling interest rates, improved corporate 
earnings power, active markets and a steady stream of new 
investment product offerings for Dean Witter’s clients. 

At this early stage, 1983 looks like a year in 
which all of these elements could be present. The resulting 
impact on trading activity, new public debt and equity offer¬ 
ings, creative investment banking and commodity price 
recovery should be beneficial to the Group’s revenues and 
earnings. 
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Financial Information 


T ' he financial strength 
of Sears, Roebuck and 
Co. has enabled us to 
pursue our major new 
growth opportunities . 
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Responsibility for Financial Statements 


The financial statements, including the financial 
analysis and all other information in this annual 
report, are the responsibility of the company. The 
financial statements herein have been prepared from 
accounting records which the company believes fairly 
and accurately reflect its transactions and financial 
position. The company has a system of internal con¬ 
trol which it believes provides reasonable assurance 
that, in all material respects, assets are maintained 
and accounted for in accordance with management’s 
authorizations and transactions are recorded accu¬ 
rately in the books and records. 

The company’s comprehensive internal audit 
program is designed for constant evaluation of the 
adequacy and effectiveness of its internal controls, 
and measures adherence to established policies and 
procedures. The company’s formally stated and com¬ 
municated policies demand of employees high ethical 
standards in their conduct of its business. 

The Audit Committee of the Board of Direc¬ 
tors is comprised entirely of directors who are not em¬ 
ployees of the company. The committee reviews audit 
plans, internal controls, financial reports and related 
matters and meets regularly with the public accoun¬ 
tants and internal auditors. 


Touche Ross & Co., independent certified 
public accountants, have examined the financial state¬ 
ments of the company. Their opinion on the financial 
statements is presented on page 35 of this report. 


Edward R. Telling 
Chairman of the Board and 
Chief Executive Officer 


Richard M. Jones 

Vice Chairman of the Board and 

Chief Financial Officer 


R. Ben Skelton 

Vice President and Corporate Comptroller 






Sears, Roebuck and Co. 

Five-Year Summary of Consolidated Financial Data 


millions 


Operating results 

1982 

1981 

1980 

1979 

1978 

Revenues 

$30,020 

$ 27,357 

$ 25,161 

$ 24,528 

$ 24,475 

Costs and expenses 

27,382 

25,375 

23,401 

22,581 

22,381 

Interest 

1,627 

1,520 

1,133 

918 

741 

Operating income 

1,011 

462 

627 

1,029 

1,353 

Realized capital gains and other 

71 

184 

62 

87 

32 

Income taxes 

232 

10 

99 

320 

509 

Net income 

861 

650 

610 

830 

909 

Per cent return on average equity 

10.1 

8.2 

8.1 

11.4 

13.4 

Financial position 

Investments 

$13,497 

$ 12,229 

$ 11,336 

$ 9,985 

$ 9,022 

Receivables 

11,437 

10,745 

8,905 

8,930 

8,612 

Property and equipment, net 

3.396 

3,312 

3,153 

3,061 

2,969 

Merchandise inventories 

3,146 

3,103 

2,715 

2,680 

2,813 

Total assets 

36,643 

34,509 

28,319 

26,991 

25,219 

Short-term borrowings 

2,820 

3,233 

4,436 

4,293 

3,990 

Long-term debt 

5,816 

5,324 

2,965 

2,966 

2,808 

Total debt 

8,636 

8,557 

7,401 

7,259 

6,798 

Per cent of debt to equity 

98 

103 

97 

97 

96 

Shareholders’ equity 

8,812 

8,269 

7,665 

7,446 

7,063 

Shareholders' common 
stock investment 

Book value per share (year end) 
Shareholders (Profit Sharing Fund 

$25.08 

$23.77 

$24.32 

$23.44 

$21.84 

counted as single shareholder) 

350,292 

354,050 

349,725 

339,459 

326,086 

Average shares outstanding (millions) 

350 

316 

316 

320 

322 

Net income per share 

$2.46 

$2.06 

$1.93 

$2.60 

$2.82 

Dividends per share 

$1.36 

$1.36 

$1.36 

$1.28 

$1.27 

Dividend payout per cent 

55.3 

66.0 

70.5 

49.2 

45.0 

Market price (high-low) 

32-15% 

20 3 /4-14% 

\9 ] /2-\4V2 

21%-I7% 

27%-19% 

Closing market price at year end 

30% 

16 ! /g 

15 3 /s 

18 

l9 3 /4 

Price/earnings ratio (high-low) 

13-6 

10-7 

10-8 

8-7 

10-7 
















Sears, Roebuck and Co. 

Analysis of Consolidated Operations and Financial Condition 


Consolidated revenues increased $2.7 billion to $30.0 
billion in 1982, reflecting the first time inclusion of 
the operating results of Cold well, Banker & Company 
(Coldwell Banker) and Dean Witter Financial Services 
Inc. (DWFSI—formerly Dean Witter Reynolds 
Organization Inc.) which were acquired effective Dec. 
31, 1981. In addition, Sears Merchandise Group and 
Allstate Insurance Group registered revenue increases 
in 1982, and continue to be the dominant revenue 
producers of the company. 

Costs and expenses as a per cent of revenues 
were 91.2 per cent in 1982, compared with 92.8 and 
93.0 per cent in 1981 and 1980. The 1982 im¬ 
provement was primarily the result of the addition of 
DWFSI, improved gross margins in the merchandis¬ 
ing operations and improved underwriting results in 
the insurance operations. 

Interest expense increased $107.1 million, or 
7.0 per cent, in 1982 to $1.6 billion as compared to 
$1.5 billion and $1.1 billion in 1981 and 1980, respec¬ 
tively. This increase is primarily the result of the in¬ 
clusion of the interest expense of DWFSI in the 1982 
results. Interest rates began to decline in the third 
quarter of 1982; the benefit of this decrease was offset 
by increased levels of borrowing throughout the year. 
The average interest rate on commercial paper and 
short-term borrowings was 9.0 percent at Dec. 31, 
1982. Average short-term borrowings and the related 
average costs for the past three years were: 


$ millions 

Average 
commercial paper 
and short-term 
borrowings 
outstanding 

Average cost of 
commercial paper 
and short-term 
borrowings 

1982 

$5,541 

12.6% 

1981 

5,139 

17.1 

1980 

4,606 

13.5 


Primarily as a result of improvements in 
Sears Merchandise Group and Allstate Insurance 
Group, operating income increased $548.5 million to 
$1.0 billion in 1982 as compared to $462.1 million 
and $626.6 million in 1981 and 1980, respectively. 

Realized capital gains and other income de¬ 
creased significantly in 1982 principally as the result 
of lower gains on the sale of securities in the Allstate 
Insurance Group and increased foreign exchange 
losses. The following is a summary of realized capital 
gains and other income (losses) for the three years 
ended Dec. 31, 1982: 


millions 

1982 

1981 

1980 

Sale of property 

$132.6 

$133.5 

$12.5 

Sale of securities 

38.1 

82.6 

72.9 

Early extinguishment of debt 

19.2 

21.9 

3.6 

Discount on sales of customer balances 

(24.1) 

(21.7) 

(10.5) 

Equity in real estate joint venture losses 

(33.8) 

(15.4) 

(2.6) 

Foreign exchange losses 

(65.5) 

(7.4) 

04.7) 

Other gains and losses, net 

4.2 

(9.9) 

.6 

Total 

$ 70.7 

$183.6 

$61.8 


Income taxes were 21.4, 1.6and 14.3 percent 
of pre-tax earnings in 1982, 1981 and 1980, respec¬ 
tively. The low effective rates result from tax exempt 
income of the Allstate Insurance Group, investment 
tax credit, and the relative contribution of dividends 
and realized capital gains to pre-tax income. In addi¬ 
tion, 1981 includes a $17.7 million tax benefit result¬ 
ing from the filing of a consolidated tax return for 
1980. 

Consolidated net income increased $211.1 
million in 1982 to $861.2 million. Net income for 
1981 was $650.1 million as compared to $609.8 mil¬ 
lion for 1980. 

Liquidity and capital resources 

The company has traditionally met its operating cash 
requirements through internally generated funds. In 
1982, net funds internally generated from operations 
totaled $763.0 million as compared to $280.5 million 
in 1981 and $189.1 million in 1980. The major 
sources of these operating funds include net income, 
depreciation, increases in unearned revenues, 
accounts payable and reserves for insurance claims 
and policy benefits and, in 1982, a decrease in trading 
account securities owned. These funds were used 
primarily to finance increased portfolio investments, 
receivables, and property and equipment. 

In addition to funds internally generated, 
proceeds of $1.1 billion and $439.9 million in 1982 
and 1981 were obtained from long-term debt issues, 
increasing the proportion of fixed rate long-term debt 
in 1982 to 39.0 per cent of total debt from 30.7 per 
cent in 1981. This reflects the company’s continuing 
commitment to enhance the stability of its debt port¬ 
folio by lengthening debt maturities and reducing 
reliance on variable rate debt. 

Dividends of $476.3 million were declared 
in 1982, which represents a quarterly dividend rate of 
34 cents. The quarterly dividend rate increased in the 
first quarter of 1983 to 38 cents per share. Another 
significant use of funds in 1982 was the decrease of 
$404.0 million in net securities transactions, under 
agreements to resell and repurchase, which occurred 
in part due to a decrease in the DWFSI trading securi¬ 
ties portfolio. The most significant use of funds in 
1981 was the acquisition of Coldwell Banker and 
DWFSI, which totaled $790.0 million. 

At Dec. 31, 1982, the company had unused 
lines of bank credit, which approximated $6.0 billion, 
and a $2.0 billion revolving credit agreement through 
Sears Roebuck Acceptance Corp. 


This analysis should be read in conjunction with the 
discussion of the results of operations and financial 
condition of each of the company's principal business 
groups beginning on page 30 and supplemental finan¬ 
cial information regarding inflation beginning on 
page 60. 











Sears, Roebuck and Co. 

Five-Year Summary of Business Group Financial Data 


millions 

Operating revenues 

1982 

1981* 

1980* 

1979* 

1978* 

Sears Merchandise Group 






Merchandising 

$18,779 

$18,229 

$16,831 

$16,813 

$17,263 

Credit 

1,158 

1,040 

967 

924 

907 

International 

730 

933 

877 

786 

904 

Sears Merchandise Group total 

20,667 

20,202 

18,675 

18,523 

19,074 

Allstate Insurance Group 

7,530 

6,814 

6,197 

5,784 

5,238 

Coldwell Banker Real Estate Group 

533 

166 

147 

127 

103 

Dean Witter Financial Services Group 

1,462 

325 

271 

241 

201 

Corporate and inter-group eliminations 

(172) 

(150) 

(129) 

(147) 

(141) 

Total 

$30,020 

$27,357 

$25,161 

$24,528 

$24,475 

Net income 

Sears Merchandise Group 






Merchandising 

$456 

$352 

$219 

$362 

$427 

Credit 

18 

(83) 

(25) 

16 

38 

International 

(42) 

16 

35 

48 

40 

Sears Merchandise Group total 

432 

285 

229 

426 

505 

Allstate Insurance Group 

500 

406 

450 

422 

428 

Coldwell Banker Real Estate Group 

46 

86 

22 

40 

26 

Dean Witter Financial Services Group 

16 

(24) 

5 

19 

20 

Corporate 

(133) 

(103) 

(96) 

(77) 

(70) 

Total 

$861 

$650 

$610 

$830 

$909 

Assets 

Sears Merchandise Group 






Merchandising 

$ 6,687 

$ 6,507 

$ 6,149 

$ 6,389 

$ 6,266 

Credit 

7,794 

7,282 

7,132 

7,276 

6,813 

International 

544 

841 

824 

745 

783 

Sears Merchandise Group total 

15,025 

14,630 

14,105 

14,410 

13,862 

Allstate Insurance Group 

12,685 

11,506 

10,533 

9,641 

8,818 

Coldwell Banker Real Estate Group 

1,102 

1,076 

627 

584 

509 

Dean Witter Financial Services Group 

7,370 

7,062 

2,961 

2,635 

2,332 

Corporate and inter-group reclassifications 

461 

235 

93 

(279) 

(302) 

Total 

$36,643 

$34,509 

$28,319 

$26,991 

$25,219 


* Financial data for 197X-1981 have been restated to reflect the transferor Allstate Savings and Loan Association from theCoIdwell Banker Real 
Estate Group to the Dean Wilier Financial Services Group. 
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Sears Merchandise Group Results 


Revenues increased 2.3 per cent to $20.67 billion in 
1982, which is encouraging in view of the economic 
and competitive environment that existed throughout 
the year. 

Moderating inflation and lower interest rates 
experienced by the Merchandising and Credit opera¬ 
tions outweighed the unfavorable impact of foreign 
currency exchange losses in International. These 
external factors, combined with improved gross mar¬ 
gins, a higher revenue yield on receivables and con¬ 
tinued tight expense controls produced a 51.6 percent 
increase in the Sears Merchandise Group net income 
to $432.0 million in 1982. 

Following is a summary of group income as a 
per cent of revenues for the past three years: 



1982 

1981 

1980 

Merchandising 

2.4% 

1.9% 

1.3% 

Credit 

1.5 

(8.0) 

(2.6) 

International 

(5.?) 

1.7 

4.0 

Sears Merchandise Group 

2.1 

1.4 

1.2 


Merchandising revenues established a new record in 
1982, increasing 3.0 per cent to $18.78 billion. This 
follows a strong performance in 1981 when revenues 
increased 8.3 per cent from the previous year. Net 
sales of durable merchandise in 1982, 1981 and 1980 
represented 65.1, 64.3 and 64.3 per cent, respectively, 
of total net sales. An analysis of net sales by category 
for the past three years follows: 



1982 

1981 

1980 

Retail Merchandise Sales 

72.3% 

71.7% 

71.3% 

Catalog Merchandise Sales 

18.7 

19.9 

20.4 

Service Sales 

6.9 

6.2 

6.1 

Industrial Sales 

2.1 

2.2 

2.2 

Total Net Sales 

100.0% 

100.0% 

100.0% 


Merchandising income also reached a record 
level in 1982, increasing 29.4 per cent from the 
previous year to $455.9 million. This followed a good 
performance in 1981 when income improved 60.5 per 
cent. The 1982 improvement was due primarily to a 
significant reduction in the ratio of cost of sales, buy¬ 
ing and occupancy expenses to sales. 


The ratio of cost of sales, buying and 
occupancy expenses to sales decreased to 66.3 per 
cent in 1982, compared with 67.7 per cent in 1981 
and 67.8 per cent in 1980. A shift in customer 
emphasis in 1982 toward higher quality goods 
resulted in improved gross margin. This shift in 
emphasis and the resulting increase in markup on 
inventory, in conjunction with lower inventories and 
deflation in specific merchandise lines, led to a 
decrease in the LIFO reserve. The LIFO adjustment 
to cost of sales was a pre-tax credit of $27.4 million in 
1982, compared with a pre-tax charge of $94.3 
million in 1981. 

Selling and administrative expenses as a per 
cent to sales rose slightly this year to 29.2 from 28.7 in 

1981, which was a decrease from 29.9 per cent in 
1980. Expenses were tightly controlled throughout 

1982, but a disproportionate rise in employee benefit 
related expenses, despite decreased pension costs, and 
the reclassification of certain items accounted for the 
0.5 percent increase. The decrease in 1981 was due to 
consolidation of administrative units, improved ex¬ 
pense control, a decrease in the work force and the 
$61 million charge for the early retirement program in 
1980. 

Merchandising operating income increased 
32.1 per cent in 1982, following an increase of 65.2 
per cent in 1981. Operating income represented 4.3, 
3.4 and 2.2 percent of sales in 1982, 1981 and 1980, 
respectively. 

Merchandising inventories (LIFO basis) in¬ 
creased 3.4 per cent to $3.09 billion at Dec. 31, 1982. 
Merchandise on order at year-end was $3.58 billion 
compared with $3.77 billion at Dec. 31, 1981. 

Funds provided from operations in Merchan¬ 
dising are used primarily to finance expenditures for 
net additions to property and equipment and in¬ 
creases in inventories. AH excess funds generated by 
Merchandising are remitted to Corporate, while any 
seasonal capital requirements are provided by Cor¬ 
porate. 

Merchandising operations provided funds of 
$747.0, $629.9 and $483.7 million for 1982,1981 and 
1980, respectively. These amounts include deprecia¬ 
tion expense of $232.0, $230.3 and $214.9 million. 
For the same three-year period, funds applied for net 
additions to property and equipment were $317,0, 
$255.9 and $274.3 million and excess funds remitted 
to Corporate were $369.5, $164.1 and $176.1 million, 
respectively. 










During 1982, Merchandising opened six 
stores in new markets, relocated 20 stores in existing 
markets and closed 26 stores, of which 17 were small 
hard-line stores. At Dec. 31,1982, Merchandising was 
operating 831 retail stores with 114.6 million square 
feet of gross space, an increase of 0.7 million square 
feet over 1981. 

For 1983, Merchandising plans capital expen¬ 
ditures of approximately $400 million, with $ 100 mil¬ 
lion to be used in the opening of 14 stores, four in new 
markets and 10 relocations. The balance of the capital 
expenditures will primarily be used to contemporize 
existing stores to improve merchandise presentation 
and customer service. This is consistent with the long 
range strategy established in 1981. 

Credit finance charge revenues, excluding revenues 
on accounts sold, were $1.16 billion in 1982, $1.04 
billion in 1981 and $967,0 million in 1980, represent¬ 
ing increases of 11.4,7.5 and 4.7 percent. Credit sales 
accounted for 56.0, 53.6 and 52.4 per cent of Mer- 
chandisinggross sales in 1982, 1981 and 1980, respec¬ 
tively. The number of credit accounts at Dec. 31, 
1982 increased to 24.8 million from 24.5 million the 
preceding year and the average balance increased to 
$376 from $352. Finance charge rate ceilings autho¬ 
rized in various states contributed to the first positive 
return on investment in customer receivables in three 
years. 

In 1982, Credit reversed the negative trend of 
the past several years by producing net income of 
$17.8 million. This followed losses of$83.3 million in 
1981 and $25.3 million in 1980. Improved revenue 
yield, lower effective interest rates and continued 
strict expense control contributed to this reversal. 

Interest expense as a per cent of revenue was 
52.0, 66.5 and .53.0 in 1982, 1981 and 1980, respec¬ 
tively. Although the effective interest rate on average 
debt declined in 1982, the additional debt necessary 
to finance the increased receivable balances reduced 
iheamount ofsavings in interest expense. Interest ex¬ 
pense was $601.8 million in 1 982. compared to 
$691.2 million for 1981 and $512.5 million for 1980. 


The provision for uncollectible accounts was 
$111.9 million in 1982, down from $ 123.9 million in 
1981 and slightly higher than the $107.0 million in 
1980. Accounts delinquent three or more monthly 
payments were 1.01 percent as of Dec. 31, 1982, 
down from 1.05 and 1.21 percent in 1981 and 1980. 
The ratio of net charged-off accounts to credit sales 
was 87, 1.09 and 1.06 per cent in 1982, 1981 and 
1980, respectively. 

Credit may continue selling selected revolv¬ 
ing charge account balances (see note 1, page 48) or 
use other alternatives to finance increases in customer 
receivables, depending on the circumstances at the 
time. There are no major capital requirements an¬ 
ticipated other than the financing of customer 
receivables. 

International sales and income were adversely affect¬ 
ed in i 982 by currency devaluations, weak economies 
and high inflation. 

Revenues translated to U. S. dollars 
decreased 21.7 per cent in 1982, primarily due to de¬ 
creases of 40.7 per cent in Mexico, 19.2 per cent in 
Spain and 67.6 per cent in export sales and services, 
which were transferred to Corporate on May 1, 1982 
as a part of the world trade company. Revenues for 
1981 increased 6.4 percent over 1980. 

International incurred a net loss of $41.7 
million in 1982 compared to a $16.0 million and 
$34.7 million profit in 1981 and 1980. The poor per¬ 
formance in 1982 was primarily due to devaluations 
of the Mexican peso, which had a $32.6 million nega¬ 
tive impact on earnings, and a decrease of $9.0 mil¬ 
lion in the equity in net income of Simpsons-Sears 
Limited. 

International is financed through internally 
generated funds and local borrowings. In addition, the 
Brazilian and Puerto Rican corporations sell cus¬ 
tomer receivables to banks and finance companies. 
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Allstate Insurance Group Results 


Insurance premiums and other revenues earned by 
the Allstate Insurance Group totaled $7.5 billion in 
1982 and $6.8 billion in 1981, increases of 10.5 and 
10.0 per cent, respectively, from the prior years. All 
businesses contributed to the revenue increase with 
property-liability premiums earned up 8.4 per cent in 
1982 and 7.6 per cent in 1981. Nevertheless, industry 
wide price competition for quality business continues 
to be severe. 

Allstate Insurance Group net income was 
$500.4 million for 1982, compared to $406.3 million 
in 1981 and $450.4 million in 1980. Property-liability 
underwriting results in 1982 were slightly improved 
following 1981’s decline. The negative underwriting 
results in 1982, 1981 and 1980 were more than offset 
by investment income, tax benefits and realized capi¬ 
tal gains. 

Underwriting results of the property-liability 
insurance industry again deteriorated in 1982, contin¬ 
uing the trend of .recent years. However, Allstate’s 
property-liability insurance operations had a com¬ 
bined ratio of claims and expenses to premiums 
earned of 104.3 for 1982 compared to 106.8 in 1981 
and 101.9 in 1980. Claim costs continue to rise, but 
the increases were more moderate in 1982 than in 
recent years. Premium rate changes, principally in 
personal lines, have tended to offset increases in costs. 
The auto claim frequency rate trended upward in 
1982 after leveling off in 1981 and was no longer a fac¬ 
tor mitigating increases in claim costs. 

Pre-tax net investment income for the proper¬ 
ty-liability insurance companies increased $56.9 mil¬ 
lion or 11.2 per cent to $566.9 million in 1982, as 
compared to $510.0 million in 1981, For 1981, the in¬ 
crease was $79.1 million or 18.4 per cent over the 
1980 amount of $430.9 million. The increases reflect 
both a greater amount of funds invested and a higher 
yield on the portfolio. 

Life insurance in force rose $4.1 billion dur¬ 
ing 1982 to $41.4 billion compared to an increase of 
$5.4 billion in 1981. Life-health insurance premium 
income was $790.3 million in 1982 and $625.3 mil¬ 
lion in 1981, increases of 26.4 per cent and 23.8 
per cent, respectively. Companies acquired at the 
end of 1981 accounted for 5.4 per cent of the 
increase in 1982. Income from life-health insurance 
operations, before income taxes and realized gains, 
for the years 1982 and 1981 totaled $85.5 and 
$82.4 million, respectively. The increases were 
$3.1 and $9.6 million from the prior years. 

Changes in premium volume and earnings were 
influenced by Allstate’s expansion in the group insur¬ 
ance market. 


Income for the consumer finance business 
before income taxes was $34.1 million in 1982, up 
from $9.9 million in 1981 and $12.1 million in 1980. 
The improvement in results was primarily attribut¬ 
able to a higher average yield on loans and a reduc¬ 
tion in the average cost of borrowed funds. Revenues 
were up 9.0 per cent in 1982 as compared to an in¬ 
crease of 14.5 per cent in 1981. 

Net capital gains realized from sales of stocks, 
bonds and other investments in 1982 amounted to 
$43.2 million before income taxes, down from $82.6 
million recorded in 1981 and $72.9 million in 1980. 
Allstate’s portfolio of marketable equity securities 
consisting of common and preferred stocks showed a 
pre-tax net unrealized gain of $240.9 million at the 
end of 1982, compared with $68.1 million at year-end 
1981 and $272.6 million at year-end 1980. 

During 1982, the Allstate Insurance Group 
generated $1.2 billion in new funds from operations, 
compared with $1.0 billion in 1981 and $932.9 mil¬ 
lion in 1980. In the past three years, dividends of 
$ 190.0 million each year were paid to Sears, Roebuck 
and Co. This was equivalent to 38.0, 46.8 and 42.2 
per cent of the net income of the Allstate Insurance 
Group for the respective periods. More than $2.2 
billion was added to the investment portfolio during 
the past three years. 

The Allstate Insurance Companies have no 
debt for borrowed funds. Allstate’s consumer finance 
business is supported by capital, long-term debt and 
short-term funds obtained primarily through the 
placement of commercial paper and borrowing under 
short-term agreements with certain bank trust depart¬ 
ments. 

Allstate expects its operations will continue to 
generate satisfactory cash flow, which should result in 
an increase in the investment portfolio. Allstate an¬ 
ticipates that dividends will continue to be paid to 
Sears, Roebuck and Co. 
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C'oldwell Banker Real Estate Group Results 


The 1982 operating results of the Coldwell Banker 
Real Estate Group consist of Homart, PMI Insurance 
and PMI Mortgage and, for the first time, Coldwell, 
Banker & Company (Coldwell Banker), which was 
acquired on Dec. 31, 1981. Accordingly, the results 
for the year ended Dec. 31, 1982 are not comparable 
with 1981 and 1980. 

Revenues in 1982 for the Coldwell Banker 
Real Estate Group amounted to $533.1 million as 
compared to $165.9 million and $147.0 million in 

1981 and 1980, respectively. Principal sources of 
revenue in the Group include real estate commis¬ 
sions, revenues from real estate properties, relocation 
services and mortgage guaranty insurance. 

A total of $363.2 million of the increase in 

1982 revenues was due to the first-time inclusion of 
Coldwell Banker, with 43 per cent or $157.7 million 
of revenue generated in the residential market and 57 
per cent or $205.5 million generated in the commer¬ 
cial market. Revenues in the residential and commer¬ 
cial markets were depressed in large part by adverse 
conditions in the real estate, construction and housing 
industries including the availability and cost of 
money, particularly mortgage credit. 

Revenues from owned real estate properties 
increased 15 percent in 1982, primarily because of 
the inclusion of Coldwell Banker’s hotel revenues for 
the first time. Other contributing factors included 
higher rents from lease renewals, changes in tenant 
mix and normal rent escalations. Rental income and 
service fees also reflect the 1982 transfer of two 
shopping centers from joint venture to a wholly 
owned status, less the effect of the sale of three centers 
and half interest in a fourth center in 1982. 

Mortgage guaranty insurance revenues 
increased 19 per cent to $34.0 million in 1982 despite 
a general decline in residential real estate activity. 
Mortgage insurance in force grew to $12.0 billion at 
year end 1982 from $10.4 billion and $8.9 billion at 
Dec. 31, 1981 and 1980, respectively. 

Homart’s share in the combined pre-tax 
operating results of joint ventures was a loss of 
$33.8 million in 1982 compared to losses of $15.4 
million and $2.6 million in 1981 and 1980. The 
increased loss in 1982 is principally due to 
financing costs and start-up expenses of four new 
shopping centers opened in October 1981, the effect of 
three new centers opened in 1982, costs related to the 
actual or pending transfer of ownership of partners’ 
interests to Homart of four shopping centers and the 
writedown of certain properties to net realizable 
value. 


Gains on sale of property after taxes 
amounted to $82.1 million in 1982. These gains were 
the result of the sale of three shopping centers and a 
one-half interest in a fourth center, plus minor sales of 
peripheral land. The 1981 operations reflect $75.9 
million of after-tax gains on the sale of property, 
arising principally from the sale of four mature 
shopping centers and various parcels of peripheral 
land. There were no significant gains on the sale of 
property in 1980. 

As a result of a sharply higher mortgage 
delinquency ratio, mortgage insurance paid and 
unpaid claims expense escalated to $50.3 million in 
1982 as compared to $6.7 million in 1981 and $3.7 
million in 1980. 

Group net income was $45.8 million in 1982 
as compared to $86.0 million in 1981. The decrease 
was primarily the result of the extremely poor eco¬ 
nomic conditions referred to above and secondarily 
because of Coldwell Banker’s commitment to an ac¬ 
celerated expansion program of internal growth and 
outside acquisitions. In 1980, Group net income was 
$22.4 million with no gains from the sale of shopping 
centers. 

The effective income tax rate for 1982 was 
14.1 per cent, compared with 31.4 per cent in 1981 
and 37.4 percent in 1980. The decrease in 1982 is 
primarily the result of a heavier mix of capital gains 
and tax-free investment income in comparison to 
ordinary income. 

Funds provided from operations were $194.0 
million in 1982 compared to $189.8 million in 1981 
and $50.7 million in 1980, and included sales of real 
estate properties as discussed above. Other sources of 
funds were primarily increases in loans payable, 
which were used to finance mortgage loans pending 
sale to investors, and other liabilities. The capital 
contribution in 1981 was primarily used to acquire 
the net assets of Coldwell, Banker & Company. 

The principal uses of funds were for the 
purchase and development of real estate properties, 
the purchase of new brokerage offices and furnishings 
for commercial and residential operations, accounts 
receivable increases and payment of dividends to 
Sears, Roebuck and Co. 

Liquidity sources for the operation and 
development of wholly owned real estate properties 
(mainly shopping centers) are cash flows from center 
operations, net proceeds from real estate sales and 
borrowings on real estate properties. Joint venture 
shopping centers and office buildings are developed 
primarily with borrowings related to those joint 
ventures. 
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Dean Witter Financial Services Group Results 


The operating results of the Dean Witter Financial 
Services Group are not comparable since the results 
reported for 1981 and i 980 include only the results of 
Allstate Savings and Loan Association (AS&L), while 
the 1982 results also include Dean Witter Financial 
Services Inc. (DWFSI—formerly Dean Witter 
Reynolds Organization Inc.) which was acquired on 
Dec. 31, 1981. 

Revenues for the Dean Witter Financial Ser¬ 
vices Group totaled $1.5 billion, $325.2 million and 
$271.3 million for 1982, 1981 and 1980, respectively. 
$1.1 billion of the 1982 increase was due to the acqui¬ 
sition of DWFSI. Group net income was $16.2 mil¬ 
lion in 1982 compared to a $23.8 million loss in 
1981, with $42.9 million of 1982 income contributed 
by DWFSI. Group net income was $4.7 million in 
1980. 

Revenues and income of DWFSI are greatly affected 
by the level of individual and corporate investor ac¬ 
tivity. In the second half of 1982, the average daily 
share volume on the major securities markets, op¬ 
tions exchanges and over-the-counter market in¬ 
creased substantially, as compared to the first six 
months, and led to marked improvement in operating 
results. Revenues are also affected by interest rates, 
conditions in the new issues market and tax legisla¬ 
tion. Major categories of revenues of DWFSI are as 
follows: 


millions 

1982 

Commissions 

$ 396.6 

Interest 

293.3 

Investment Banking 

176.5 

Trading 

169.1 

Other 

74.4 

Total revenue 

$1,109.9 


In recent years, DWFSI has increased its revenue 
through the expansion of its branch office system and 
trading departments. There were 345 domestic and 10 
international branch offices at Dec. 31, 1982. Expan¬ 
sion of the branch office system will continue, includ¬ 
ing participation in the increasing number of financial 
service centers located in Sears stores. 

Major expense categories of DWFSI are per¬ 
sonnel, interest and communications, which respec¬ 
tively amounted to 50.2,20.8 and 8.8 percent of total 
operating expenses in 1982. Commissions paid to ac¬ 
count executives are a major component of personnel 
expense and reflect the level of trading volume. Inter¬ 
est expense varies with interest revenue, and reflects 
the level of securities owned and clients’ margin ac¬ 
count balances. Communication expense is a major 
expense component as the securities industry is 
dependent on the timely flow of information. 


Inasmuch as DWFSI is engaged principally in 
providing financial services, its statement of financial 
position reflects a high degree ofliquidity. Most assets 
are readily convertible into cash. Trading account 
securities owned as well as securities collateralizing 
client margin accounts are traded on exchanges or in 
the over-the-counter securities market. 

DWFSI finances portions of its trading and 
client margin accounts with short-term borrowings. In 
addition, securities sold under repurchase agreements 
are used to facilitate the financing of securities, par¬ 
ticularly money market instruments. Letters of credit 
are utilized in lieu ofcash or security margin deposits 
required by various clearing associations wherever 
possible. Portions of liabilities such as credit balances 
from clients, payables to brokers on securities transac¬ 
tions and other liabilities are non-interest bearing 
and, therefore, are an important source of funds. 

Allstate Savings and Loan Association’s operating re¬ 
sults continued to be depressed by the persistence of 
high short-term interest rates; however, the opera¬ 
tions have shown improvement. Savings accounts in¬ 
creased $ 190.6 million during 1982 after a decrease of 
$5.7 million in 1981 and, consistent with the thrift in¬ 
dustry in general, lending policies have shifted from 
fixed rate long-term loans to investments subject to 
rate adjustments over the term of the loan. In October 
1982, AS&L reported a positive primary margin (the 
excess of loan and investment yield over cost of 
funds) for the first time since November 1980. The 
primary margin for December 1982 was .73 per cent. 

Interest revenues increased 8.2 per cent to 
$351.9 million in 1982 compared to$325.2 million in 
1981 and $271.3 million in 1980. The 1982 increase 
was the result of new loans made at current market 
rates and an increase in the size of the mortgage loan 
portfolio. Interest expense increased 7.9 per cent to 
$359.4 million for 1982, compared with $333.0 mil¬ 
lion in 1981 and $231.3 million in 1980. 

Federal Home Loan Bank Board rules require 
federally insured savings and loan associations to 
maintain specified liquidity levels. During 1982, 
AS&L maintained average liquid assets in excess of 
the five per cent federal requirement. Collections of 
loans, which include customer loan repayments and 
sales of loans in the secondary market, amounted to 
$211.4 million in 1982compared to$198.8 million in 
1981 and $300.4 million in 1980. AS&L is also able to 
meet its lending requirements by borrowing from the 
Federal Home Loan Bank. These borrowings in¬ 
creased $158.6 million to $672.3 million at Dec. 31, 
1982, with prior years borrowings increasing by $93.3 
million and $132.7 million in 1981 and 1980, respec¬ 
tively. 






Sears, Roebuck and Co. 
Consolidated Statements of Income 


millions, except per share data 


Year Ended December 31 


1982 

1981 

1980 

Revenues 

$30,019.8 

$27,357.4 

$25,161.0 

Expenses 

Costs and expenses 

27,382.2 

25,375.4 

23,401.2 

Interest 

1,627.0 

1,519.9 

1,133.2 

Total expenses 

29,009.2 

26,895.3 

24,534.4 

Operating income 

1,010.6 

462.1 

626.6 

Realized capital gains and other 

70.7 

183.6 

61.8 

Income before income taxes, equity in net income of 




unconsolidated companies and minority interest 

1,081.3 

645.7 

688.4 

Income taxes (note 4) 

Equity in net income of unconsolidated companies and 

231.6 

10.1 

98.7 

minority interest 

11.5 

14.5 

20.1 

Net income 

$ 861.2 

$ 650.1 

$ 609.8 

Income per share 

$2.46 

$2.06 

$1.93 

Average shares outstanding 

350.3 

315.6 

315.7 


See accompanying notes which include the summarized Group financial statements. 


Accountants’ Report 


To the Shareholders and Board of Directors of 
Sears, Roebuck and Co.: 

We have examined the Consolidated Statements of 
Financial Position of Sears, Roebuck and Co. as of 
December 31, 1982 and 1981 and the related Con¬ 
solidated Statements of Income, Shareholders’ Equity 
and Changes in Financial Position for each of the 
three years in the period ended December 31, 1982. 
Our examinations were made in accordance with gen¬ 
erally accepted auditing standards and, accordingly, 
included such tests of the accounting records and such 
other auditing procedures as we considered necessary 
in the circumstances. 


In our opinion, the financial statements 
referred to above present fairly the financial position 
of Sears, Roebuck and Co. as of December 31, 1982 
and 1981, and the results of its operations and the 
changes in its financial position for each of the three 
years in the period ended December 31,1982, in con¬ 
formity with generally accepted accounting principles 
applied on a consistent basis. 




Chicago, Illinois 
March 22, 1983 
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Sears, Roebuck and Co. 

Consolidated Statements of Financial Position 


millions 


December 31 


1982 

1981 

Assets 

Investments 

Bonds and redeemable preferred stocks, at amortized cost {market $5,862.0 
and $4,310.5) 

$ 7,188.1 

$ 6,691.3 

Mortgage loans 

3,587.3 

3,311.6 

Common and preferred stocks, at market {cost $1,545.7 and $1,344.4) 

1.786.6 

1,412.5 

Real estate 

934.8 

813.4 

Total investments 

13,496.8 

12,228.8 

Receivables 

Retail customers 

7,859.2 

7,552.0 

Brokerage clients 

1,767.9 

1,464.0 

Insurance premium installments 

724.9 

646.1 

Finance installment notes 

481.5 

512.3 

Other 

603.2 

570.4 

Total receivables 

11,436.7 

10,744.8 

Property and equipment, net 

3,396.4 

3,311.6 

Merchandise inventories 

3,146.0 

3,103.1 

Cash and invested cash {note 8) 

1,307.6 

1,170.7 

Securities purchased under agreements to resell 

1,004.7 

832.1 

Trading account securities owned, at market 

758.5 

1,274.2 

Investments in unconsolidated companies 

434.9 

435.2 

Other assets 

1,661.5 

1,408.9 

Total assets 

36,643.1 

34,509.4 

Liabilities 

Long-term debt {note 9) 

5,816.1 

5,323.6 

Reserves for insurance claims and policy benefits 

5,769.6 

5,264.1 

Accounts payable and other liabilities 

3,372.8 

3,114.6 

Savings accounts and advances from Federal Home Loan Bank 

3,132.8 

2,783.6 

Short-term borrowings (note 8) 

2,820.1 

3,233.4 

Unearned revenues 

2.695.7 

2.514.8 

Deferred income taxes (note 4) 

1,571.8 

1,441.2 

Securities sold under repurchase agreements 

1,332.9 

1,564.3 

Payables to brokerage clients 

1,318.9 

1,000.9 

Total liabilities 

27,830.7 

26,240.5 

Commitments and contingent liabilities (notes 1, 6, 10 and 11) 



Shareholders' equity (note 11) 

Common shares ($.75 par value, 351.4 and 347.9 shares outstanding) 

269.4 

268.5 

Capital in excess of par value 

1,163.3 

1,143.9 

Retained income 

7,426.1 

7,041.2 

Treasury stock (at cost) 

(143.5) 

(186.7) 

Unrealized net capital gains on marketable equity securities 

171.5 

48.5 

Cumulative translation adjustments 

(74.4) 

(46.5) 

Total shareholders’ equity 

$ 8,812.4 

$ 8.268.9 


See accompanying notes which include the summarized Group financial statements. 









Consolidated Statements of Shareholders’ Equity 


Year Ended December 31 


1982 

1981 

1980 1982 

1981 

1980 


millions 


shares in 

shousands 


Preferred shares —$1.00 par value, 50 
million shares authorized, none issued 
Common shares —$.75 par value, 






500 million shares authorized, issued as 
follows: 






Balance, beginning of year 

$ 268.5 

$ 244.0 

$ 243.5 357,995.2 

325,335.0 

324,647.2 

Issued for acquired companies (note 7) 
Issued under incentive compensation 


24.5 

— — 

32,619.3 

— 

plan 

.3 

— 

— 351.2 

27.0 

7.7 

Dividends reinvested 

Stock options exercised and other 


— 

.5 

— 

680.1 

changes 

.6 

— 

— 884.1 

13.9 

— 

Balance, end of year 

269.4 

268.5 

244.0 359 , 230.5 

357,995.2 

325,335.0 

Capital in excess of par value 

Balance, beginning of year 

1,143.9 

640.5 

629.5 



Issued for acquired companies 

Issued under incentive compensation 

~ 

508.8 




plan 

6.5 

.4 

.1 



Dividends reinvested 

Stock options exercised and other 



11.0 



changes 

12.9 

(5.8) 

(-1) 



Balance, end of year 

1,163.3 

1,143.9 

640.5 



Retained income 

Balance, beginning of year 

7,041.2 

6,820.2 

6,639.8 



Net income 

861.2 

650.1 

609.8 



Dividends ($1.36 per share) 

(476.3) 

(429.1) 

(429.4) 



Balance, end of year 

7,426.1 

7,041.2 

6.820.2 



Treasury stock (at cost) 

Balance, beginning of year 

(186.7) 

(192.4) 

(142.9) (10,107.3) 

(10,167.6) 

(7,084.6) 

Purchased 

— 

(5.1) 

(54.3) 

(299.8) 

(3,331.7) 

Exchanged for Sears debt (note 9) 

Issued to subsidiary in connection with 

25.3 

30.3 

— 1,341.4 

1,606.0 

— 

acquisition 

Reissued under dividend reinvestment 

— 

(37.8) 

— 

(2,216.4) 

— 

plan 

17.9 

18.3 

4.8 945.1 

970.5 

248.7 

Balance, end of year 

(143.5) 

(186.7) 

(192.4) (7,820.8) 

(10,107.3) 

(10,167.6) 

Unrealized net capital gains on 
marketable equity securities 

Balance, beginning of year 

48.5 

152.4 

76.0 



Net increase (decrease) 

123.0 

(103.9) 

76.4 



Balance, end of year 

171.5 

48.5 

152.4 



Cumulative translation ad justments 

Balance, beginning of year 

(46.5) 





Initial application of SFAS No. 52 

— 

(29.3) 




Net increase in unrealized losses 

(36.9) 

(17.2) 




Realized on sale of subsidiaries 

9.0 

— 




Balance, end of year 

(74.4) 

(46.5) 




Total shareholders* equity and shares 






outstanding 

$8,812.4 

$8,268,9 

$7,664.7 351,409.7 

347.887.9 

315.167.4 


See accompanying notes which include the summarized Group financial statements. 
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Sears, Roebuck and Co. 

Consolidated Statements of Changes in Financial Position 


millions 


Year Ended December 31 


1982 

1981 

1980 

Sources of operating funds 




Net income 

$ 861.2 

S 650.1 

$ 609.8 

Reserves for insurance claims and policy benefits 

528.8 

656.6 

345.1 

Depreciation 

336.5 

308.8 

273.8 

Unearned revenues 

186.2 

212.1 

183.9 

Deferred income taxes 

97.2 

(18-4) 

(68.8) 

Amortization of debt discount and other non-cash items 

103.8 

(16.4) 

5.2 

From operations 

2,113.7 

1,792.8 

1,349.0 

Increase in accounts payable and other liabilities 

681.0 

378.9 

137.7 

Decrease in trading account securities owned 

515.7 

—- 

— 

Increase in savings account deposits and advances from Federal 




Home Loan Bank 

349.2 

87.5 

284.7 

Total available operating funds 

3,659.6 

2,259.2 

1,771.4 

Uses of operating funds 




Increase in receivables 

946.9 

336.7 

33.4 

Net investment additions 

863.2 

817.7 

984.4 

Net additions to property and equipment 

406.4 

347.9 

365.7 

Increase (decrease) in other assets 

274.1 

38.1 

(II-0) 

Net additions to mortgage loans and finance installment notes 

244.9 

49.7 

175.3 

Increase in merchandise inventories 

161.1 

388.6 

34.5 

Total operating funds used 

2,896.6 

1,978.7 

1,582.3 

Net funds generated from operations before dividends. 




acquisitions and financing transactions 

763.0 

280.5 

189.1 

Dividends paid to shareholders, net of reinvested amounts 

(458.4) 

(410.8) 

(413.1) 

Cost of acquired companies (note 7) 

— 

(790.0) 


Common stock issued for acquired companies 

— 

495.5 

— 

Common stock issued for employee stock plans 

20.3 

(5.4) 

— 

Proceeds from long-term debt 

1,104.0 

439.9 

— 

Repayment of long-term debt 

(647.3) 

(127.5) 

(26.2) 

Net increase (decrease) in short-term borrowings 

(266.0) 

264.8 

169.1 

Net decrease in securities agreements repurchased and resold 

(404.0) 

— 

— 

Treasury stock reissued, net of purchases 

25.3 

25.2 

(54.3) 

Dividends, acquisitions and financing transactions 

(626.1) 

(108.3) 

(324.5) 

Increase (decrease) in cash and invested cash 

$ 136.9 

$ 172.2 

$ (135.4) 


Sec accompanying notes which include the summarized Group financial statements. 



























Notes to Consolidated Financial Statements 


Summary of significant accounting policies 
Basis of presentation 

The consolidated financial statements include the ac¬ 
counts of Sears. Roebuck and Co. and all domestic 
and significant international companies in which the 
company has more than a 50 per cent equity owner¬ 
ship, except those engaged in manufacturing. 

Included as an integral pari of the consolidat¬ 
ed financial statements are, beginning on page 45, 
separate summarized financial statements and notes 
for each of the company's business groups as well as 
the significant accounting policies unique to each 
group. Unaudited supplemental financial information 
regarding inflation is presented on pages 60 and 61. 

Certain reclassifications have been made in 
the 1981 and 1980 financial statements to conform to 
current accounting classifications. 

Basis for assignment of debt and related interest 
expense 

Debt and the related interest expense have been 
assigned to the business groups as incurred by those 
groups. Corporate debt is legally the responsibility of 
Sears, Roebuck and Co.. Scars Roebuck Acceptance 
Corp. (SRAC) or Sears Overseas Finance N.V.; the 
debt financing decisions of these units arise from Cor¬ 
porate decisions. A portion of the pooled Corporate 
debt is allocated on a consistent basis to credit opera¬ 
tions to the extent necessary to finance domestic cus¬ 
tomer receivables. The remaining portion of Corpo¬ 
rate debt has not been allocated to the business groups 
but has been combined with internally generated 
funds for various purposes such as dividends, acquisi¬ 
tions, non-portfolio investments and stock repur¬ 
chases. 

Income taxes 

The results of operations of the business groups, ex¬ 
cept life insurance and international operations, arc- 
included in the consolidated federal income tax re¬ 
turn of Sears, Roebuck and Co. Tax liabilities and 
benefits arc allocated as generated by the respective 
business groups, whether or not such benefits would 
be currently available on a separate return basis. U.S. 
income and foreign withholding taxes arc not provid¬ 
ed on unremitted earnings of international affiliates 
which the company considers to be permanent invest¬ 
ments. The cumulative amount of unremitted income 
of$165.5 million at Dec. 31. 1982 would require ad¬ 
ditional tax payments of$35.2 million, if remitted. 

The investment tax credit is reflected as a 
reduction in current income taxes (flow-through 
method). 

Property and depreciation 

Depreciation is provided principally by the straight- 
line method. 


Goodwill 

Other assets include goodwill of $349.9 million at 
Dec. 31. 1982. Goodwill represents the excess of the 
purchase price over the fair value of the net assets of 
businesses acquired and is being amortized on a 
straight-line basis over forty years. 


1. Retirement plans 

Expenses for retirement benefit plans were as follows: 


millions 

Year Ended Dec 

ember 31 


1982 

1981 

1980 

Pension plans 

( ontribulion to The Sa\ mgs and Profit 

$251.3 

$259.0 

$263.1 

Sharing Fund of Sears Fmplovces 

68.1 

37.2 

40.6 

Retirement incentive 

— 

— 

66.7 

Other plans 

18.6 

19.4 

I -> a 

Total 

$338.0 

$315.6 

S382.6 


Pension 

Substantially all full-time domestic employees and 
certain part-time employees are eligible to participate 
in noncontributory defined benefit pension plans after 
meeting age and service requirements. Pension ben¬ 
efits arc based on length of service, average annual 
compensation and, in certain plans. Social Security 
benefits. The company expenses and funds the current 
costs of its qualified pension plans. 

Plan benefits and net assets for the company’s 
domestic defined benefit pension plans, as of Jan. 1. 
1982 and 1981. are as follows: 


millions 

1982 

1981 

Plan benefits 



Vested 

$1,297.7 

$1,478.1 

Non-vested 

120.7 

125.5 

Total plan benefits 

$1,418,4 

$1,603.6 

Net assets available for plan benefits 

$1,440.4 

$1,379.4 


Vested and non-vested plan benefits represent the ac- 
tuarially computed present value of pension benefits 
which employees have earned based upon compensa¬ 
tion and length of service, assuming voluntary termi¬ 
nation of employment as of Jan. 1, 1982 and 1981 
(vested benefits), or have accrued irrespective of vest¬ 
ing provisions of the plan (total plan benefits). The 
assumed rate of return used in determining the pres¬ 
ent value of plan benefits was eight per cent in 1982 
and six percent in prior years. The change in this rate 
caused a decrease in the present value of total plan 
benefits of approximately $350 million in 1982. 

During 1982, the Company reviewed and 
modified certain demographic, actuarial and financial 
assumptions used to determine the annual contribu¬ 
tions to its pension plans. Changes in the rate of em¬ 
ployee withdrawal from the company, the assumed 
rate of return on the investment portfolio and other 
actuarial assumptions resulted in a decrease in the 
1982 pension cost of approximately $50 million. 
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Notes to Consolidated Financial Statements continued 


The company has several non-qualified un¬ 
funded pension plans to supplement the primary' pen¬ 
sion plans. These additional plans ensure that retired 
employees can be paid their total accrued benefits 
under the benefit formula. 

Profit sharing 

Employees of Sears, Roebuck and Co., Allstate and 
certain domestic subsidiaries are eligible to become 
members of The Savings and Profit Sharing Fund of 
Sears Employees. The company contributes six per 
cent of consolidated income, as defined, before federal 
income taxes and profit sharing contributions. The 
company contribution is allocated to the business 
groups and Corporate based on six per cent of their 
respective earnings or losses. 

Retirement incentive 

In September 1980, Sears, Roebuck and Co. offered 
an early retirement incentive plan to selected man¬ 
agement employees in Corporate and the Sears Mer¬ 
chandise Group. 


2 . Supplementary income statement information 


millions 

Year Ended December 31 


1982 

1981 

1980 

Advertising costs (excluding catalog) 

$71.9.7 

$680.1 

$586.0 

Maintenance and repairs 

195.3 

185.2 

187.3 

Taxes, other than payroll and income 




Premiums 

129.8 

118.4 

107.5 

Property 

143.3 

120.2 

118.5 

Other 

109.6 

106.6 

89.7 

Provision for uncollectible accounts 

121.7 

\ 30.2 

117.0 

Realized foreign currency exchange 




losses, net of profit sharing and 




income taxes 

(38.4) 

(7.4) 

(17.3) 

Interest capitalized 

13.4 

17.5 

15.9 


3, Quarterly results (unaudited) 


millions, except per share data 


Quarter 

Total 

revenues 

Operating 

income 

Realized 
capital 
gains and 
other 

Net 

income 

Net 

income 

per 

share 

1982 Fourth 

$8,872.1 

$667.20) 

$41.8 

$459.4 

$1.3) 

Third 

7.508.2 

238.4 

(33.4) 

166.7 

.48 

Second 

7.203.4 

143.6 

30.5 

163.7 

.47 

First 

6.436.1 

(38.6) 

31.8 

71.4 

.20 

1985 Fourth 

$8,033.5 

$458.om 

$13.5 

$333.1 

$1.05 

Third 

6,826.3 

43.8 

69.3 

129.7 

.42 

Second 

6,662.2 

88.4 

35.3 

134.5 

.42 

First 

5,835.4 

(128.1) 

65.5 

52.8 

.17 

1 980 Fourth 

$7,620.6 

$470.8 

$14.5 

$339.7 

$1.07 

Third 

6,314.1 

127.1 

12.8 

131.4 

.42 

Second 

5,860.3 

46.4 

8.5 

79.2 

.25 

First 

5,366.0 

(17-7) 

26.0 

59.5 

.19 


< n Fourth quarter LIFO adjustments were credits of$ 103.3 million 
and S32.7 million in 1982 and 1981. respectively, compared to 
charges of $75.9 million and $ 127.0 million for the first nine 
months of the respective years. 


4. Income taxes 

Income before income taxes, equity in net income of 
unconsolidated companies and minority interest is as 
follows: 


millions 

Year Ended December 31 


1982 

1981 

1980 

Domestic 

$1,080.1 

$615.8 

$646.2 

Foreign 

1.2 

29.9 

42.2 

Total 

$1,081.3 

$645.7 

$688.4 

Federal, state and foreign income taxes include: 


millions 

Year Ended December 31 


1982 

1981 

1980 

Provision 

Current 

Domestic 

$142.5 

$ 30.3 

$176.8 

Investment tax credit 

(34.6) 

(21.0) 

(18.3) 

Foreign 

6.6 

16.7 

15.6 

Total current 

114.5 

26.0 

174.1 

Deferred 




Current 

Installment sales 

62.0 

(44.1) 

(68.4) 

Pension expense 

14.9 

12.5 

23.9 

Maintenance agreement income 

(10-0) 

(14.5) 

(16.5) 

Retirement incentive 

10-9 

8.0 

(33.0) 

Other 

10.5 

5.6 

10.9 

Long-term 

Depreciation 

24.1 

13.9 

8.6 

Life insurance reserves 

9.5 

19.9 

5.3 

Other 

(4.8) 

(17.2) 

(6.2) 

Total deferred 

117.1 

(15.9) 

(75.4) 

Financial statement income tax 

provision 

$231.6 

$ 10.1 

$ 98.7 

Classification 

Federal income tax 

Current 

$ 81.2 

$ (4.9) 

$160.2 

Deferred 

104.8 

.5 

(66.4) 

State income tax 

Current 

26.7 

14.2 

(1.7) 

Deferred 

8.9 

.4 

(10.4) 

Foreign income lax 

Current 

6.6 

16.7 

15.6 

Deferred 

3.4 

(16.8) 

1.4 

Financial statement income tax 
provision 

$231.6 

$ 10.1 

$ 98.7 


A reconciliation of the statutory federal income tax 
rate to the effective income tax rate is as follows: 


millions Year Ended December 31 



1982 

1981 

1980 

Statutory federal income tax rate 

State income taxes, net of federal 

46.0% 

46.0% 

46.0% 

income taxes 

1.8 

1.2 

(-2) 

Tax exempt income 

(17.8) 

(24,2) 

(19.7) 

Dividends received exclusion 

(5.5) 

(9-1) 

(6.7) 

Investment tax credit 

(3.2) 

(3.2) 

(2.7) 

Capital gains deduction 

(2.6) 

(5.5) 

(-2) 

Consolidated tax return adjustment 

— 

(2-7) 


Other 

2.7 

(-9) 

(2.2) 

Effective income lax rate 

21.4% 

1.6% 

14.3% 














5. Corporate 

Corporate operations include revenues and expenses 
which are of an overall holding company nature, 
including that portion of administrative costs and 
interest which is not allocated to the company’s 
business groups. The Corporate statements of income 
consist of: 


millions 

Year Ended December 31 


1982 

1981 

1980 

Revenues 

$119.5 

$105.1 

$ 87.8 

Interest expense 

272.7 

284.6 

223.7 

Operating expenses 

120.1 

66.2 

58.4 

Operating loss 

(273.3) 

(245.7) 

(194.3) 

Other (income) expense 

(-2) 

(22.4) 

2.1 

Income tax benefit 

139.9 

119.9 

99.9 

Net corporate expense 

(133.2) 

(103.4) 

(96.5) 

Equity in net income of business 




groups 

994.4 

753.5 

706.3 

Consolidated net income 

$861.2 

$650.1 

$609.8 


6. Leases 

The company leases certain stores, office facilities, 
computers and automotive equipment. 

Operating and capital lease obligations are 
based upon contractual minimum rates and, for 
certain stores, amounts in excess of these minimum 
rates are payable based upon specified percentages of 
sales. Certain leases include renewal or purchase 
options. Operating lease rentals were $332.], $244.7 
and $225.2 million, including contingent rentals of 
$38.5, $40.1 and $37.0 million, for the years ended 
Dec. 31, 1982, 1981 and 1980. 

Minimum fixed lease obligations, excluding 
taxes, insurance and other expenses payable directly 
by the company, for leases in effect as of Dec. 31, 
1982 are: 


Capital Operating 


millions 

leases 


leases 

1983 

$ 23.1 

$ 

212.2 

1984 

16.7 


181.0 

1985 

16.4 


137.5 

1986 

16.0 


109.8 

1987 

15.4 


89.4 

After 1987 

177.9 


604.5 

Minimum payments 

265.5 

$1 

,334.4 

Executory costs (principally taxes) 

65.2 



Implicit interest 

83.8 



Present value of minimum (ease payments, 
principally long-term $116.5 


7. Acquisitions 

Effective Dec. 31, 1981, Sears, Roebuck and Co. ac¬ 
quired Dean Witter Financial Services Inc. and Cold- 
well, Banker & Company for a total cost, including 
expenses and $22.0 million expended in prior years, 
of $610.1 million and $201.9 million, respectively. 
The acquisitions were accounted for by the purchase 
method and, accordingly, the operations of the ac¬ 
quired companies are included in the consolidated 
financial statements since the date of acquisition. The 
unaudited pro forma combined results of operations, 
assuming both acquisitions had occurred on Jan. 1, 
1980 and after giving effect to the issuance of stock, 
interest on cash expended, amortization of goodwill, 
additional depreciation of revalued assets and exclu¬ 
sion of certain nonrecurring acquisition-related ex¬ 
penses, are as follows: 


millions, except per share data 

Sears 
as reported 

Pro forma 
combined 

1981: Operating revenues 

$27,357.4 

$28,666.7 

Net income 

650.1 

654.7 

Net income per share 

2.06 

1.88 

1980: Operating revenues 

25,161.0 

26,273.3 

Net income 

609.8 

633.1 

Net income per share 

1.93 

1.82 

8. Short-term borrowings consist of: 

millions 

December 31 


1982 

1981 

Commercial paper 

$1,842.1 

$1,845.5 

Agreements with bank trust departments 

634.2 

701.2 

Bank loans 

284.7 

553.7 

Other loans (principally foreign) 

59.1 

133.0 

Total short-term borrowings 

$2,820.1 

$3,233.4 


The company had unused lines of bank credit approx¬ 
imating $6.0 billion and a $2.0 billion dollar revolv¬ 
ing credit agreement through SRAC with a group of 
banks at Dec. 31, 1982. Domestic credit lines are re¬ 
newable annually at various dates and provide for 
loans of varying maturities at the prime rate. The 
company maintains informal compensating balances 
or pays commitment fees in connection with certain 
lines of credit. There are no material restrictions on 
the use of funds constituting compensating balances. 

At Dec. 31, 1982, the revolving credit 
agreement supports $2.0 billion of commercial paper 
that has been classified as long-term debt. SRAC in¬ 
tends to maintain more than $2.0 billion of commer¬ 
cial paper outstanding during the next twelve months. 
If needed, SRAC can refinance this debt on a long¬ 
term basis using the revolving credit agreement. 
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Notes to Consolidated Financial Statements continued 


9. Long-term debt was as follows: 


millions 

December 31 

Issue 

1982 

1981 

Sears, Roebuck and Co. 



4%% Sinking Fund Debentures, due 1983 

$ 70.0 

$ 86.0 

13'/2% Note, due 1984 

50.0 

50.0 

7%% Debentures, due 1985 

250.0 

250.0 

14'/»% Notes, due 1989 

250.0 

250.0 

I3'/«% Notes, due 1992 

250.0 

— 

6 %% Sinking Fund Debentures, due 1993 

64.3 

69.0 

8 %% Sinking Fund Debentures, due 1995 
6 % Debentures, $300 million face value, due 

91.8 

97.5 

2000, effective rate 14.75% 

7% Debentures, $300 million face value, due 

137.2 

— 

2001, effective rate 14.6% 

154.9 

153.4 

8 % Sinking Fund Debentures, due 2006 

214.5 

232.3 

7%% Sinking Fund Debentures, due 2007 

261.4 

277.) 

Capitalized lease obligations 

Sears Roebuck Acceptance Corp. 

116.5 

123.0 

Commercial paper backed by revolving 
credit agreement 

Variable interest notes 

2 , 000.0 

2 , 000.0 

8.79% Notes (13.83% at Dec. 31, 



1981), payable 13 months after demand 

447.0 

675.0 

13.73% 400 day demand note 

— 

25.0 

5% Debentures, due 1982 

— 

50.0 

8 %% Debentures, due 1986 

125.0 

125.0 

9 >/ 2 % to 9%% Notes, due 1982-1989 

107.8 

109.4 

14'/s% to 14%% Notes, due 1984-1989 

250.0 

— 

9 5 /s% Notes, due 1984-1991 

Sears Overseas Finance N.V. 

56.5 

63.0 

9% Guaranteed Notes, due 1982 

— 

150.0 

6!4% Yen Bonds, Series No. 1, due 1984 
10'4% Dutch GuilderGuaranteed Notes. 

85.4 

91.1 

due 1987 

6 '/?% Swiss Franc Guaranteed Notes, due 

38.0 

— 

1988 

99.8 

— 

13'/?% Notes, due 1990 

Zero Coupon Guaranteed Notes, $400 

6.6 

— 

million face value, due 1992, effective 
rate 15% 

11 1.8 


Zero Coupon Guaranteed Bonds, $400 



million face value, due 1994, effective 
rate 12.826% 

101-2 


13 7 /&% Guaranteed Notes, due 1988, with 



warrants to purchase $193.4 million 
guaranteed notes due 1990 at Wh% 

100.0 


Allstate Financial Corporation 



9 5 /x% Senior Notes, due 1986 

50.0 

50.0 

7%% Senior Notes, due 1987 

75.0 

75.0 

8 '/s% Subordinated Notes, due 198? 

8 '/ 2 % Subordinated Notes, due 

25.0 

25.0 

1984-199? 

20.0 

20.0 

Homart Development Co. 



1 1 '/ 2 % Notes, due 1985-1990 

8'4% to 9%% Mortgage notes, due 1991 

20.1 

— 

to 2013 

132.3 

193.1 

Dean Witter Reynolds Inc. 

Notes payable to banks 

Coldwell, Banker & Company 

— 

14.3 

6 % to l 4 '/ 2 % Mortgages, due 



1984-2007 

12.8 

6.4 

6 % to 20% Notes, due 1984-2001 

6 %% to 9% Subordinated Convertible 

18.6 

23.0 

Debentures 

2.0 

2.2 

International Subsidiaries 



Notes payable to banks 

20.6 

37.8 

Total long-term deb! 

$5,816.1 

$5,323.6 


As of Dec. 31, 1982, long-term debt maturities, ex¬ 
cluding $350.0 million of notes payable 13 months or 
more after demand which have no specified maturi¬ 
ties and commercial paper which is classified as long¬ 
term debt, are as follows: 


Year Ending December 31 

millions 

1983 

$213.0 

1984 

236.5 

1985 

464.4 

1986 

212.3 

1987 

232.1 


During 1982 and 1981 the company exchanged com¬ 
mon shares for $36.9 million and $40.6 million 
principal amounts of long-term debt, resulting in 
gains of approximately $16.4 and $16.0 million. 

10. Pending legal proceedings 

Various legal actions and governmental proceedings 
are pending against Sears, Roebuck and Co. and its 
subsidiaries, many involving ordinary routine litiga¬ 
tion incidental to the businesses engaged in. Other 
matters contain allegations which are nonroutine and 
involve compensatory, punitive or antitrust treble 
damage claims in very large amounts, as well as other 
types of relief. The consequences of these matters are 
not presently determinable but, in the opinion of 
management, the ultimate liability resulting, if any, 
will not have a material effect on the shareholders’ 
equity of the company. 

11. Shareholders’equity 

Dividend payments are restricted by several statutory 
and contractual factors, including: 

Certain indentures relating to the long-term 
debt of Sears, Roebuck and Co., which represent the 
most restrictive contractual limitation on the 
payment of dividends, provide that the company can¬ 
not take specified actions, including the declaration of 
cash dividends, which would cause its consolidated 
unencumbered assets, as defined, to fall below 150 per 
cent of its consolidated liabilities, as defined. At Dec. 
31, 1982 and 1981, $948.9 million and $1.1 billion, 
respectively, in retained income could be paid in 
dividends to shareholders under the most restrictive 
indenture. 

The Illinois Insurance Holding Company 
Systems Act permits Allstate Insurance Company to 
pay dividends to Sears, Roebuck and Co. during any 
twelve month period in an amount up to the greater 
of 10 per cent of surplus (as regards policyholders) or 














its net investment income (as defined) as of the 
preceding Dec. 31. Approximately $604.0 million of 
Allstate’s retained income at Dec. 31, 1982 has no re¬ 
striction relating to distribution during 1983 which 
would require prior approval of the Illinois Depart¬ 
ment of Insurance. 

The capital of International, Allstate Life 
Insurance Company and Allstate Savings and Loan 
Association at Dec. 31, 1982 includes approximately 
$410.5 million which, if distributed, would be subject 
to income taxes. It is not contemplated that such 
amounts will be distributed in a manner which would 
create additional tax liabilities. 

Dean Witter Reynolds Inc. is subject to the 
Securities and Exchange Commission’s Uniform Net 
Capital Rule and the New York Stock Exchange’s 
Growth and Business Capital Rule. Under these rules 
the declaration of dividends may be restricted. At 
Dec. 31, 1982, approximately $93.8 million was 
available for the declaration of dividends to Sears, 
Roebuck and Co. 

As of Dec. 31, 1982, subsidiary companies 
can remit to Sears, Roebuck and Co. in the form of 
dividends approximately $2.3 billion, after payment 
of all related taxes, without prior approval of regula¬ 
tory bodies or violation of contractual restrictions. 

Employee stock options: The company adopted a new 
employee stock option plan in 1982 in which six mil¬ 
lion shares were made available for grant as incentive 
stock options (which receive special tax treatment) or 
nonstatutory stock options. Incentive stock options 
related to approximately 86,700 shares and nonstatu¬ 
tory options related to approximately 151,850 shares 
were granted during 1982 at $ 18.44 to $ 19.00 per 
share. 

Optionees under the 1982 Plan may also be 
granted the right to surrender all or a portion of their 
exercisable options in exchange for a cash payment in 
an amount equal to the excess of the fair market value 
over the option price. Jn addition, Sears, Roebuck 
and Co. or its subsidiaries may pay to the optionee in 
connection with certain options or rights, an amount 
generally equal to 46 per cent (or such lower max¬ 
imum corporate federal income tax rate as is then in 
effect) of the difference between the option price and 
the market value of the shares acquired. All of these 
cash payments are subject to the consent of the Com¬ 
pensation Committee. 


Changes in stock options for the three years 
ended Dec. 31, 1982 are as follows: 


thousands of shares 

Year Ended December 31 


1982 

1981 

1980 

Beginning balance 

Granted 

Exercised 

Cancelled or expired 

13,826.9 

238.6(a) 

(890.3Kb) 

(603.5)(c) 

11,345.1 

5,180.6 

(13.9) 

(2,684.9) 

11,850.5 

5,240.4 

(5,745.8) 

Ending balance 

12,571.7 (d) 

13,826.9 

11,345.1 

Reserved for future gram 
Exercisable 

8,577.7 (e) 
6.744.0 

2,579.3 

5,246.8 

5.030.3 

5.878.5 


(a) Consists of204.2 thousand options granted at $ 19.00 and 34.4 
thousand at $ 18.44, all under the i 982 Plan. 

(b) Consists of 44.4 thousand shares under the 1967 Plan at a 
price of $26.10, 103.1 thousand shares under the 1972 Plan at 
a price from $15.94 to $26.10, 241.8 thousand shares under 
the 1978 Plan at a price from $16.25 to $24.94,473.0 thousand 
shares assumed in connection with the acquisition ofColdwell 
Banker at a price from $4.97 to $7.00 and 28.0 thousand stock 
appreciation rights exercised under the Coldwell Banker Plan 
with an option price from $4.97 to $7.00. 

(c) The options that expired in 1982 were previously granted at 
prices ranging from $4.97 to $33.29. 

(d) Consists of 905.9, 7,395.0, 3,929.4, 238.6 and 102.8 thousand 
shares under the 1967, 1972, 1978, 1982 and Coldwell Banker 
Plans, respectively. 149.5, 238.6 and 61.8 thousand shares 
under the 1978,1982 and Coldwell Banker Plans, respectively, 
have stock appreciation rights attached. 

(e) Shares reserved for future grant total 2,816.2 thousand for the 
197 8 Plan and 5,761.5 th ousan d for the 1982 P lan. 

The expiration dates of options outstanding 
at Dec. 31,1982 ranged from April 21,1983 to May 1, 
1994. The weighted average purchase price per share 
was $26.10, $21.33, $16.94, $18.92 and $6.30 for out¬ 
standing options under the 1967, 1972, 1978, 1982 
and Coldwell Banker Plans, respectively. On Dec. 31, 
1982, there were 15,600 optionees. 
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Notes to Consolidated Financial Statements 


12. Reporting by industry segment 

The following industry segment information is shown 
in accordance with the business group classifications, 
which are described on the inside front cover of this 
report. Inter-group transactions are not reported 
separately since they are not material. Prior years 


have been reclassified to include Allstate Savings 
and Loan Association in the Dean Witter Financial 
Services Group. 

Corporate assets are primarily cash, market¬ 
able securities and the Sears Tower. 


millions 

Operating Revenues 

Net Income (Loss) 


Assets 



1982 

1981 

1980 

1982 

1981 

1980 

1982 

1981 

1980 

Sears Merchandise Group 










Merchandising 

$18,779 

$18,229 

$16,831 

$456 

$352 

$219 

$ 6,687 

$ 6,507 

$ 6,149 

Credit 

1,158 

1,040 

967 

18 

183) 

(25) 

7,794 

7,282 

7,132 

International 

730 

933 

877 

(42) 

16 

35 

544 

841 

824 

Sears Merchandise Group total 

20,667 

20,202 

18,675 

432 

285 

229 

15,025 

14.630 

14.105 

Allstate Insurance Group 










Propertv-liability insurance 

6,442 

5,932 

5,469 

408 

333 

386 

10.020 

8.999 

8,344 

Life-health insurance 

930 

737 

602 

74 

68 

58 

1,881 

1,716 

1.463 

Consumer finance 

158 

145 

126 

18 

5 

6 

784 

791 

726 

Allstate Insurance Group total 

7,530 

6.814 

6.197 

500 

406 

450 

12.685 

11.506 

10,533 

Coldwell Banker Real Estate Group* 

533 

166 

147 

44 

86 

22 

U82 

1,158 

627 

Dean Witter Financial Services Group 









Broker-dealer and other financial 










service operations* 

1,110 

— 

— 

36 

— 

— 

4,1.29 

4.123 

— 

Savings and loan operations 

352 

325 

271 

(27) 

(24) 

5 

3.511 

3,216 

2,961 

Dean Witter Financial Services Group 









total 

1,462 

325 

271 

9 

(24) 

5 

7.640 

7.339 

2.961 

Corporate, excluding goodwill, and 










inter-group transactions 

(172) 

(150) 

029) 

(124) 

003) 

(96) 

111 

(124) 

93 

Total 

$30,020 

$27,357 

$25,161 

$861 

$650 

$610 

$36,643 

$34,509 

$28,319 


'Includes goodwill and the amortization thereof, which is excluded in the summarized financial statements of the business groups. 





















Merchandising 
Statements of Income 


millions 


Year Ended Dece 

mber 31 


1982 

1981 

1980 

Net sales 

$18,778.8 

$18,228.8 $ 

16.831.4 

Costs and expenses 

Cost of sales, buving and occupancy expenses 

12,446.6 

12.339.7 

1 1,410.1 

Selling and administrative expenses 

5,489.5 

5.238.4 

5,029.0 

Interest expense 

31.7 

37.0 

20.8 

Total costs and expenses 

17,967.8 

17.615.1 

16.459.9 

Operating income 

811.0 

613.7 

371.5 

Other income 

15.2 

22.2 

7.7 

Income before income taxes and equity in net income of unconsolidated 




companies 

826.2 

635.9 

379.2 

Income taxes 

383.8 

299.7 

164.9 

Income before equity in net income of unconsolidated companies 

442.4 

336.2 

2(4.3 

Equity in net income of unconsolidated companies 

13.5 

16.1 

5.2 

Merchandising income 

$ 455.9 

$ 352.3 $ 

219.5 


Statements of Financial Position 


millions 


December 31 


1982 

1981 

Assets 



Current assets 



Cash 

$ 177.2 

$ 157.8 

Receivables 

160.8 

198.5 

Inventories 

3,092.2 

2,991.0 

Prepaid advertising, taxes and other deferred charges 

483.7 

468.1 

Total current assets 

3,913.9 

3.815.4 

Investments in and advances to unconsolidated companies 

163.6 

167.8 

Property and equipment 



Land 

241.5 

244.4 

Buildings and improvements 

2.538.3 

2,468.6 

Capitalized building leases 

190.7 

194.1 

Furniture, fixtures and equipment 

1,901.4 

1,747.7 


4,871.9 

4,654.8 

Less accumulated depreciation 

2,262.8 

2.130.7 


2.609.1 

2.524.1 

Total assets 

6,686.6 

6,507.3 

Liabilities 



Current liabilities 



Accounts payable and accrued expenses 

1,196.9 

1.135.4 

Unearned maintenance agreement income 

480.0 

433.5 

Other taxes 

271.1 

29.3.4 

Total current liabilities 

1,948.0 

1,862.3 

Deferred income taxes 

232.1 

211.3 

Capitalized lease obligations and long-term debt 

188.2 

201.0 

Total liabilities 

2,368.3 

2.274.6 

Capital 

$4,318.3 

$4,232.7 


See notes to Consolidated and Merchandising financial statements, 








Merchandising 

Statements of Changes in Financial Position 


millions 


Year Ended December 3! 


1982 

1981 

1980 

Sources of operating funds 




Merchandising income 

$ 455.9 

$ 352.3 

$ 219.5 

Depreciation 

232.0 

230.3 

214.9 

Deferred income taxes 

20.8 

2.6 

(4.0) 

Dividends from unconsolidated companies greater (less) than equity in net 




income 

(8.2) 

(5.6) 

9.5 

Increase in unearned maintenance agreement income 

46.5 

50.3 

43.8 

From operations 

747.0 

629.9 

483.7 

Increase (decrease) in accounts payable and other liabilities 

39.2 

48.6 

(79.5) 

Total available operating funds 

786.2 

678.5 

404.2 

Uses of operating funds 




Increase in inventories 

101.2 

399.1 

14.2 

Increase (decrease) in other assets 

(21.3) 

45.8 

(13.9) 

Net additions to retail property and equipment 

317.0 

255.9 

274.3 

Total operating funds used 

396.9 

700.8 

274.6 

Net funds generated from operations before financing transactions 

389.3 

(22.3) 

129.6 

Funds and assets remitted to Corporate 

(369.5) 

(164.1) 

(176.1) 

Change in investments and advances to unconsolidated companies 

12.4 

40.3 

16.8 

Net increase (decrease) in capitalized lease obligations and long-term debt 

(12.8) 

68.8 

(4.8) 

Net financing transactions 

(369.9) 

(55.0) 

(164.1) 

increase (decrease) in cash 

$ 19.4 

$ (77.3) 

$ (34.5) 


See notes to Consolidated and Merchandising financial statements. 


Notes to Summarized Merchandising Financial Statements 


Summary of significant accounting policies 
Basis of presentation 

The financial statements include the domestic mer¬ 
chandising accounts of Sears, Roebuck and Co. and 
those of certain wholly owned domestic subsidiaries 
directly related to retail distribution. 

Unconsolidated companies 

The principal domestic companies, all manufacturers, 
where ownership equals 20 per cent or more and 
which are carried at cost plus equity in undistributed 
net income since acquisition are: 

Roper Corporation (41 % owned) 

DeSoto, Inc. (31% owned) 

Kellwood Company (22% owned) 
Universal-Rundle Corporation (60% owned) 
Armstrong Rubber Company (20% owned) 

Swift Textiles, Inc. (20% owned) 


Inventories 

Inventories are valued at the lower of cost (using the 
last-in, first-out—LIFO method) or market by ap¬ 
plication of the Bureau of Labor Statistics price in¬ 
dices to inventories at their selling value. Merchandis¬ 
ing employs the LIFO method of inventory valuation 
because this method results in a better matching of 
costs and revenues. In 1982, the LIFO adjustment to 
cost of sales was a credit of $27.4 million, compared 
to a charge of $94.3 and $175.2 million for 1981 
and 1980, respectively. If the first-in, first-out (FIFO) 
method of inventory valuation had been used instead 
of the LIFO method, inventories would have been 
$517.4 and $544.8 million higher at Dec. 31,1982 and 
1981, respectively. 

















































Credit 

Statements of Income 


millions 


Year Ended December 31 


1982 

198! 

1980 

Finance charge revenues 

Si, 157.9 

$1,039.6 

$ 967.0 

C osts and expenses 




Operating expenses 

384.9 

368.0 

387.2 

Provision for uncollectible accounts 

111.9 

123.9 

107.0 

Interest expense 

601.8 

691.2 

512.5 

Total costs and expenses 

1,098.6 

1.183.1 

1.006.7 

Operating income (loss) 

59.3 

(143.5) 

(39.7) 

Other (loss) 

(24.1) 

(21.7) 

(10.5) 

Income (loss) before income taxes 

35.2 

(165.2) 

(50.2) 

Income taxes (benefit) 

17.4 

(81.9) 

(24.9) 

( redit income (loss) 

$ 17.8 

$ (83.3) 

$ (25.3) 


Statements of Financial Position 

millions 


December 31 


1982 

1981 

Assets 



Retail customer receivables 

$7,835.1 

$7,346.7 

Less: Unearned finance charges 

17.3 

43.5 

Allowance for uncollectible accounts 

125.0 

) 14.2 


7.692.8 

7,189.0 

Cash 

72.9 

69.9 

Other assets 

28.4 

23.5 

Total assets 

7,794.1 

7,282.4 

Liabilities 



Debt 

5,542.8 

5,133.4 

Deferred income taxes 

1,237.6 

1,159.9 

Accounts payable and accrued expenses 

89.5 

82.7 

'Total liabilities 

6,869.9 

6,376.0 

Capital 

$ 924.2 

$ 906.4 


See notes to Consolidated and Credit financial statements. 


Notes to Summarized Credit Financial Statements 


Summary of significant accounting policies 


Basis of presentation 

The financial statements of Credit reflect the accounts 
and activities of the company’s domestic merchandis¬ 
ing customer credit operations and include all the 
revenues and costs related to the extension, mainte¬ 
nance and collection of potentially finance charge 
bearing customer accounts of Merchandising. 


Income recognition 

Finance charges on revolving charge and installment 
sales contracts are recognized as earned. Unearned 
finance charges on installment sales contracts are 
recognized over the contract lives, the longest of 
which are 60 months. 



































Credit 

Statements of Changes in Financial Position 


millions 


Year Ended December 31 


1982 

1981 

1980 

Sources (uses) of funds from operations 

$ 98.4 

$(121.9) 

$ (83.9) 

Increase (decrease) in other assets and liabilities 

(1.1) 

1.2 

94.4 

Total available operating funds 

97.3 

(120.7) 

10.5 

Uses of operating funds 

increase in retail customer receivables, before sale of accounts 

680.8 

460.9 

114.2 

Net funds used for operations before financing transactions 

(583.5) 

(581.6) 

(103.7) 

Increase (decrease) in borrowings 

409.4 

281.3 

(72.7) 

Sale of customer receivables (note 1) 

177.1 

315.2 

182.0 

Net financing transactions 

586.5 

596.5 

109.3 

Increase in cash 

$ 3.0 

$ 14.9 

$ 5.6 


See notes to Consolidated and Credit financial statements. 

Notes to Summarized Credit Financial Statements continued 


Basis for assignment of debt and related interest 
expense 

The debt of Credit is legally the responsibility of 
Sears, Roebuck and Co., Sears Roebuck Acceptance 
Corp. (SRAC) or Sears Overseas Finance N.V. 
(SOFNV). A portion of the pooled Corporate debt is 
allocated on a consistent basis to credit operations to 
the extent necessary to finance the growth in customer 
receivables. For the last five years, the per cent of 
pooled debt and related interest expense so allocated 
has ranged from 85.6 per cent in the year ended Dec. 
31, 1978 to 73.8 per cent in the year ended Dec. 31, 
1982. Interest expense on the average debt outstand¬ 
ing is charged to Credit at a rate equal to the average 
cost of all funds borrowed by Sears, Roebuck and Co., 
SRAC and SOFNV. 

1. Accounts receivable 

Credit has sold selected revolving charge account 
balances. As of Dec. 31, 1982 and 1981, the aggregate 
outstanding balances in such accounts were $ 1.47 and 
$1.30 billion. The Dec. 31, 1982 balance consisted of 
$1.0 billion under an agreement, which expired on 
Jan. 31, 1983, that provided for additional sales on a 
monthly basis and $469.8 million under three 
agreements without future sales provisions. Under the 
expired agreement Credit may repurchase balances 
previously sold on 30 days notice at their then fair 
value. 


Receivables are sold either at a discount to 
non-recourse purchasers or with a limited repurchase 
liability for any such balances ultimately determined 
to be uncollectible. Under each arrangement the pur¬ 
chaser receives all cash collections and finance charge 
revenues and Credit is paid a fee for administering the 
accounts sold. The fee received for administering sold 
accounts, $69.2, $64.6 and $57.2 million in the years 
ended Dec. 31,1982, 1981 and 1980, has been record¬ 
ed as a recovery of credit costs and expenses. 

Retail customer receivables shown in the ac¬ 
companying statements of financial position include 
approximately $1.8 billion at Dec. 31,1982 which will 
not become due within one year. These receivables 
are expected to earn finance charge income at annual 
percentage rates ranging from 10 to 21 per cent. 



















International 
Statements of Income 


millions 


Year Ended December 31 


1982 

1981 

1980 

Revenues 

Sales and services 

$638.7 

$823.8 

$784.4 

Finance charges 

91.7 

109.4 

92.6 

Total revenues 

730.4 

933.2 

877.0 

Costs and expenses 

Cost of sales, buying and occupancy expenses 

457.2 

578.2 

557.4 

Selling and administrative expenses 

194.9 

236.7 

210.6 

Interest expense 

66.3 

79.5 

57.8 

Total costs and expenses 

718.4 

894.4 

825.8 

Operating income 

12.0 

38.8 

51.2 

Cains and losses on property and investments 

(.8) 

(16.5) 

— 

Net foreign exchange (loss) 

(57.6) 

(9.7) 

(9-0) 

Income (loss) before income taxes and equity in net income of unconsolidated companies 




and minority interest 

(46.4) 

(2.6 

42.2 

Income taxes (benefit) 

(4.5) 

(3-4) 

19.0 

Income (loss) before equity in net income of unconsolidated companies and minority 




interest 

(41.9) 

16.0 

23.2 

Equity in net income (loss) of unconsolidated companies 

(6.6) 

5.6 

18.0 

Minority interest 

6.8 

(5.6) 

(6-5) 

International income (loss) 

$(41.7) 

$ 16.0 

$ 34.7 


Statements of Financial Position 


millions 


December 3) 


1982 

1981 

Assets 



Current assets 



Cash and invested cash 

$ 14.6 

$ 40.8 

Receivables 

177.2 

358.5 

Inventories 

51.6 

112.1 

Prepaid advertising and other assets 

7.1 

15.8 

Total current assets 

250.5 

527.2 

Investments and advances 

196.2 

201.9 

Property and equipment, less accumulated depreciation of $47.8 and $54.7 

84.5 

95.0 

Deferred income taxes 

13.2 

16.6 

Total assets 

544.4 

840.7 

Liabilities 



Current liabilities 



Accounts payable and accrued expenses 

118.9 

210.1 

Short-term borrowings 

40.0 

145.3 

Unearned maintenance agreement income 

5.9 

9.7 

Deferred taxes 

1.2 

20.9 

Total current liabilities 

166.0 

386.0 

Long-term debt 

19.0 

25.5 

Indemnity reserves 

10.8 

26.5 

Minority interest 

4.6 

19.5 

Total liabilities 

200.4 

457.5 

Capital 

$344.0 

$383.2 


See notes to Consolidated and Internationa) financial statements. 
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International 

Statements of Changes in Financial Position 


millions 


Year Ended December 31 


1982 

1981 

1980 

Sources (uses) of funds from operations 

$ 30.4 

$ 29.7 

$ 46.6 

Increase in accounts payable and other liabilities 

29.9 

95.1 

18.0 

Total available operating funds 

60.3 

124.8 

64.6 

Uses of operating funds 

Increase in receivables 

43.0 

54.8 

27.0 

Increase (decrease) in inventories and other assets 

65.3 

(12.6) 

26.1 

Net additions to property and equipment 

12.8 

15.1 

16.1 

Total operating funds' used 

121.1 

57.3 

69.2 

Net funds generated from operations before dividends and financing transactions 

(60.8) 

67.5 

(4.6) 

Dividends paid 

(15.8) 

(18-6) 

(22.7) 

Net increase (decrease) in borrowings 

49.5 

(46.5) 

35.0 

Change in investments and advances to unconsolidated subsidiaries 

(12.0) 

2.7 

.6 

Net assets of subsidiary sold 

12.9 

— 

— 

Dividends and financing transactions 

34.6 

(62.4) 

12.9 

Increase (decrease) in cash and invested cash 

$ (26.2) 

$ 5.1 

$ 8.3 


See notes to Consolidated and International financial statements. 


Notes to Summarized International Financial Statements 


Summary of significant accounting policies 
Basis of presentation 

The financial statements include the company’s retail 
operations in Central America, South America, Mex¬ 
ico and Puerto Rico, and two financial institutions 
that support these operations. 

Investments in Simpsons-Sears Limited, 
Sears, Roebuck de Venezuela S.A. and various shop¬ 
ping centers are carried at cost plus equity in undis¬ 
tributed income since acquisition. 

Inventories 

Merchandise inventories are stated at the lower of 
cost (first-in, first-out basis) or market as determined 
by the retail inventory method for store inventories 
and specific identification for warehouse inventories. 

1. Disposition of subsidiaries 

In 1982, operations in Spain were sold and certain 
operations in Central America were closed. 

Venezuelan law requires the company to 
reduce its equity in its Venezuelan subsidiary (cur¬ 
rently 100 per cent) to less than 20 per cent. The com¬ 
pany has placed the required number of shares on 
deposit with Venezuelan banks, with the intent to sell 
those shares to local investors. 

2. Simpsons-Sears Limited and Consolidated 
Subsidiaries 

Condensed financial statements of Simpsons-Sears 
Limited and consolidated subsidiaries (40.3 per cent 
equity-owned; approximately 50.0 per cent voting 
stock-owned) are as follows; 


Statements of Income 


52/53 Weeks Ended 


Nov. 3, 

Nov. 4, 

Oct. 29. 

millions 

1982 

1981 

1980 

Net revenues 

$2,541.9 

$2,666.8 

$2,406.0 

Expenses 

2.537.7 

2,613.4 

2,334.4 

Operating income 

4.2 

53.4 

71.6 

Income taxes (benefit) 

(3.5) 

22.3 

29.7 

Exchange loss 

(.2) 

(-1) 

(.3) 

Equity in net income 




of unconsolidated 




companies 

6.4 

5.2 

4.5 

Net income 

$ 13.9 

$ 36.2 

$ 46.1 

Sears, Roebuck and 




Co. equity in net 




income 

$ 5.6 

1 OD 

S 

O'. 

$ 18.6 

Statements of Financial Position 



Nov. 3, 

Nov. 4, 

millions 


1982 

1981 

Assets 




Current assets 


$1,127.0 

$1,130.4 

Property and equipment 


296.2 

305.6 

Investments and other assets 


59.9 

53.0 

Total assets 


1,483.1 

1.489.0 

Liabilities 




Current liabilities 


418.1 

528.2 

Long-term debt 


586.0 

475.0 

Deferred income taxes 


21.9 

20.3 

Total liabilities 


1,026.0 

1,023.5 

Equity 


$ 457.1 

$ 465.5 

Sears, Roebuck and Co. share of 



equity 


$ 184.3 

$ 187.6 


























Allstate Insurance Group 

Statements of Income 


millions 


Year Ended December 31 


1982 

1981 

1980 

Revenues 

Property-liability insurance premiums earned 

$5,875.7 

$5,422.0 

$5,037.7 

Life-health insurance premium income 

790.3 

625.3 

505.1 

Consumer finance 

157.8 

144.8 

126.5 

Investment income, less investment expense (note 1) 

706.4 

622.3 

527.9 

Total revenues 

7.530.2 

6.814.4 

6,197.2 

Costs and expenses 

Property-liability insurance claims and claims expense 

4.730.4 

4,557.7 

3,993.9 

Life-health insurance policy benefits 

664.3 

514.2 

413.1 

Policy acquisition costs (note 3) 

1,207.3 

1.061.6 

960,3 

Interest expense 

67.6 

83.6 

69,5 

Other operating costs and expenses 

446.9 

374.4 

362.4 

Total costs and expenses 

7.116.5 

6,591.5 

5,799.2 

Income before incomes taxes, net realized capital gains, equity in net income of 




unconsolidated companies and minority interest 

413.7 

222.9 

398.0 

Income taxes (benefit) 

(57.4) 

(126.9) 

3.5 


471.i 

349.8 

394.5 

Realized capital gains, less income taxes of $11.7, $24.6 and $20.4 

31.5 

58.0 

52.5 

Equity in net income of unconsolidated companies 

1.6 

1.5 

3.9 

Minority interest 

(3.8) 

(3.0) 

(.5) 

Group income 

$ 500.4 

$ 406.3 

$ 450,4 


Statements of Financial Position 

millions 


December 31 


1982 

1981 

Assets 



Investments (note 1) 



Bonds and redeemable preferred stocks, at amortized cost (market $5,693.9 and $4,125.6) 

$ 7,001.3 

$ 6.470.4 

Common and preferred stocks, at market (cost $1,492.7 and $1,329.2) 

1.733.6 

1,397.3 

Mortgage loans 

484.4 

481.8 

Short-term 

209.3 

154.6 

Other 

492.4 

362.6 

Total investments 

9.921.0 

8,866.7 

Premium installment receivables 

729.6 

652.6 

Finance receivables 

719.9 

743.1 

Deferred policy acquisition costs (note 3) 

329.0 

286.1 

Property and equipment, net 

273.4 

274.4 

Accrued investment income 

164.7 

147.5 

Cash 

115.5 

63.5 

Investments in unconsolidated companies 

87.3 

77.3 

Other 

344.7 

394.8 

Total assets 

12.685.1 

11,506.0 

Liabilities 



Reserve for property-liability insurance claims and claims expense (note 2) 

4,518.9 

4,108.2 

Reserve for life-health insurance policy benefits 

1,198.9 

1,116.8 

Unearned premiums 

2,160.8 

2,002.1 

Notes payable 

578.6 

626.0 

Income taxes 

355.5 

270.2 

Claim drafts outstanding 

163.2 

152.9 

Other liabilities and accrued expenses 

345.6 

303.6 

Total liabilities 

9.321.5 

8,579.8 

Capital (note l) 

$ 3.363.6 

$ 2,926.2 


See notes to Consolidated and Allstate Insurance Group financial statements. 
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Allstate Insurance Group 

Statements of Changes In Financial Position 


millions 


Year Ended December 31 


1982 

1981 

1980 

Sources of operating funds 

Group income 

$ 500.4 

$ 406.3 

$450.4 

Increase in insurance reserves 

492.8 

651.7 

341.5 

Increase in unearned premiums 

158.7 

110.6 

135.5 

Increase in premium installment receivables 

(77.0) 

(52.9) 

(33.8) 

Depreciation 

32.2 

29.5 

26.3 

Deferred income taxes 

16.7 

35.5 

11.3 

Change in other operating assets and liabilities 

63.8 

(167.4) 

1.7 

Total available operating funds 

1,187.6 

1,013.3 

932.9 

Uses of operating funds 

Increase in investments at cost 

890.2 

731.2 

677.6 

Increase (decrease) in finance receivables 

(23.2) 

90.2 

(52.6) 

Net additions to properly and equipment 

31.2 

57.3 

39.7 

Total operating funds used 

898.2 

878.7 

664.7 

Net funds generated from operations before dividends, acquisitions and financing 

transactions 

289.4 

134.6 

268.2 

Dividends paid 

(190.0) 

(190.0) 

(190.0) 

Net capital transactions 

__ 

10.9 

.4 

Net assets of acquired life insurance companies 

— 

(29.0) 

— 

Net increase (decrease) in borrowings 

(47.4) 

51.4 

(58.4) 

Dividends, acquisitions and financing transactions 

(237.4) 

(156.7) 

(248.0) 

Increase (decrease) in cash 

$ 52.0 

$ (22.1) 

$ 20.2 

See notes to Consolidated and Allstate Insurance Group financial statements. 


Notes to Summarized Allstate Insurance Group Financial Statements 


Summary of significant accounting poiicies 
Basis of presentation 

The financial statements of the Allstate Insurance 
Group include those companies of Sears, Roebuck 
and Co. which engage in property-liability insurance, 
life-health insurance and consumer finance activities. 

Investments 

Bonds and redeemable preferred stocks are carried at 
amortized cost; other preferred and common stocks 
are carried at quoted market values; investments in 
real estate are primarily accounted for by the equity 
method; mortgage loans and other investments are 
carried primarily at amortized cost. 

The difference between cost and market of 
common and non-redeemable preferred stocks, less 
deferred income taxes and minority interest, is reflect¬ 
ed in capital. 

Realized capital gains and losses are deter¬ 
mined on a specific identification basis. 

Property-liability insurance 

Certain costs of acquiring insurance business, prin¬ 
cipally agents’ compensation and premium taxes, are 
deferred and amortized to income as premiums are 
earned. Premiums are deferred and earned on a pro 
rata basis over the terms of the policies. 


The reserve for claims and claims expense is 
an accumulation of the estimated amounts, before es¬ 
timated salvage and subrogation recoveries which are 
separately accrued, necessary to settle all outstanding 
claims, based upon the facts in each case and Allstate’s 
experience with similar cases. 

Life-health insurance 

Certain costs of acquiring insurance business, prin¬ 
cipally agents’ compensation, medical examinations 
and inspection report fees, are deferred and amortized 
to income in proportion to the estimated premiums 
on such business. 

Life insurance premiums are recognized as in¬ 
come when due. Policy benefit reserves established 
from such premiums have been computed by the net 
level premium method based upon estimates (at the 
time the policies were issued) of future investment 
yields, withdrawals, mortality and margin for adverse 
deviations. Health insurance premiums are earned 
over the premium paying period of the policy. 

Consumer finance 

Revenues from finance installment receivables are 
recognized as earned income using the rule-of-78’s. 









Related party transactions 

Insurance premiums and consumer finance revenues 
include transactions with Sears, Roebuck and Co. and 
other affiliates. The effect on Group revenues and net 
income is not material. 


1. Investments 

Investment income by category of investment is as 
follows: 


millions 

Year Ended December 31 


1982 

1981 

1980 

Bonds and redeemable preferred stocks 

$537.5 

$462.9 

$404.1 

Common and preferred stocks 

81.1 

74.9 

61.0 

Mortgage loans 

47.3 

44.8 

41.3 

Shori-term 

36.7 

40.4 

29.9 

Other 

18.4 

11.4 

2.6 

Investment income, before expense 

721.0 

634,4 

538.9 

Investment expense 

14.6 

12.1 

1 1.0 

Investment income, less 
investment expense 

$706.4 

$622.3 

$527.9 


At Dec. 31,1982, the carrying value ofall investments, 
excluding common and preferred stocks, that were 
non-income producing during 1982 was $3.4 million. 

Realized capital gains (losses), less income 
taxes, and change in unrealized capital gains (losses), 
less applicable tax effect and minority interest, for 
bonds and stocks are as follows: 


millions Year Ended December 31 



198 2 

1981 

1980 

Bonds and redeemable preferred stocks 

Realized 

$(35.0) 

$(39.0) 

$ (1.4) 

Change in unrealized 

742.9 

(534.9) 

(659.4) 

Common and preferred stocks 

Realized 

65.3 

91.7 

51.9 

Change in unrealized 

123.0 

(103.8) 

76.5 


Unrealized capital gains and losses on com¬ 
mon and preferred stocks included in capital at Dec. 
31. 1982 are as follows: 

Market 

millions Cost Value 

Gross j | 
Unrealized 

Gains (Losses) 

Net 

nrealt/ed 

Gains 

(Losses) 

Common and 



preferred stocks S1.492.7 $ 1,733.6 

$374.7 $(133.8) 

$240.9 

Deferred income tax and minoriiv interest 

(69.i; 

Total 


$171.8 


2. Reinsurance 

Allstate assumes and cedes insurance to participate in 
the reinsurance market, limit maximum losses and 
minimize exposure on large risks. Reinsurance ceded 
arrangements do not discharge Allstate as the primary 
insurer. 

At Dec. 31, 1982 and 1981, reserves for insur¬ 
ance claims and policy benefits are shown net of 
amounts ceded to other insurers of $514.7 and$460.0 
million. Insurance premiums assumed totaled $447.1 
and $417.9 million in 1982 and 1981. Insurance 
premiums ceded totaled $278.0 and $337.5 million 
for the same periods. 

3. Policy acquisition costs 

Certain costs of acquiring insurance business, prin¬ 
cipally agents’ compensation and premium taxes, are 
deferred and amortized to income. All other policy 
acquisition costs are charged to income as incurred. 


millions 

Year Ended December 31 


1982 

1981 

1980 

Costs deferred and amortized 
Amount deferred 

$801.4 

$705.5 

$644.7 

Amount amortized to income 

758.5 

679.9 

623.7 
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Coldwell Banker Real Estate Group 

Statements of Income 


millions 


Year Ended December 31 


1982 

1981* 

1980* 

Revenues 

Real estate commissions 

$278.0 

$ — 

$ — 

Real estate properties 

102.4 

88.8 

87.3 

Mortgage guaranty insurance 

34.0 

28.5 

26.0 

Real estate ancillary fees and other 

118,7 

48.6 

33.7 

Total revenues 

533.1 

165.9 

147.0 

Costs and expenses 

Commissions and direct costs 

269.4 

58.9 

53.4 

General and administrative 

277.9 

64.2 

38.1 

Interest 

24.9 

20.1 

21.1 

Total costs and expenses 

572.2 

143.2 

112.6 

Operating income (loss) 

(39.1) 

22.7 

34.4 

Gain on sale of property 

126.2 

118.1 

4.0 

Equity in loss of real estate joint ventures 

(33.8) 

(15.4) 

(2.6) 

Income before income taxes 

53.3 

125.4 

35.8 

Income taxes 

7.5 

39.4 

13.4 

Group income 

$ 45.8 

$ 86.0 

$ 22.4 


Statements of Financial Position 

millions 


December 31 


1982 

1981* 

Assets 



Investments 



Real estate investments (note 1) 

$ 525.2 

$ 522.1 

Bonds, notes and preferred stock, at amortized cost (estimated market $110.2 and $94.5) 

128.9 

130.4 

Mongage loans 

73.5 

48.5 

Investments in and advances to real estate joint ventures (note 2) 

6.5 

6.2 

Total investments 

734.1 

707.2 

Cash and invested cash 

77.7 

121.4 

Commissions and other receivables 

175.9 

141.0 

Office properties and equipment, less accumulated, depreciation of $7.4 and $1.9 

78.3 

75.4 

Prepaid expenses and other assets 

36.2 

31.0 

Total assets 

1,102.2 

1,076.0 

Liabilities 



Loans payable 

230.7 

215.6 

Long-term debt on real estate investments 

185.8 

224.8 

Unearned revenues and claims reserves 

73.6 

41.0 

Deferred income taxes 

34.6 

40.5 

Other liabilities 

116.6 

l S 1.7 

Total liabilities 

641.3 

633.6 

Capital 

$ 460.9 

$ 442.4 


See notes to Consolidated and Coldwell Banker Real Estate Group financial statements. 
Restated (see Basis of presentation, page 55). 



































Statements of Changes in Financial Position 


millions 


Year Ended December 31 


19X2 

1981* 

1980* 

Sources of operating funds 




Group income 

S 45.8 

$ 86.0 

$ 22.4 

Depreciation and amortization 

25,5 

14.7 

13.5 

Deferred income taxes 

1.0 

8.5 

8.3 

Increase in unearned revenues and claim reserves 

32.6 

14.8 

1.5 

Equity in loss of real estate joint ventures 

33.8 

15.4 

2.6 

Carrying value of real estate sold 

55.3 

50.4 

2.4 

From operations 

194.0 

189.8 

50.7 

Increase in loans payable and other liabilities 

20.0 

142.0 

6.1 

Total available operating funds 

214.0 

331.8 

56.8 

I'ses of operating funds 




Increase (decrease) in investments 

(21.2) 

124.3 

14.4 

Purchase and development of real estate 

124.1 

51.1 

75.2 

Increase in other assets 

88.5 

57.2 

13.8 

I ota) operating funds used 

191.4 

232.6 

103.4 

Net funds generated from operations before dividends, acquisitions and financing 




transactions 

22.6 

99.2 

(46.6) 

Net increase (decrease) in borrowings 

(39.0) 

(40.2) 

2.9 

Capital contributions 

1.9 

115.4 

20.8 

Dividends paid 

(29.2) 

(14.2) 

(.4) 

Net assets acquired of Coldwell, Banker & Company 

— 

(1H.6) 

— 

Dividends, acquisitions and financing transactions 

(66.3) 

(50.6) 

23.3 

fncrease (decrease) in cash and invested cash 

$ (43.7) 

$ 48.6 

$(23.3) 


See notes to Consolidated and Coldwell Banker Real Estate Group financial statements. 
’Restated (see Basis of presentation). 


Notes to Summarized Coldwell Banker Real Estate Group 
Financial Statements 


Summary of significant accounting policies 
Basis of presentation 

The financial statements of the Coldwell Banker Real 
Estate Group include those companies of Sears, 
Roebuck and Co. wh ich develop, manage and act as a 
broker in real estate and provide related services 
which include financial and mortgage guaranty insur¬ 
ance activities. The operating results of the group for 
1982 include, for the first time, results of Coldwell, 
Banker & Company which was acquired on Dec. 31, 
1981. Accordingly, the results and analysis of changes 
in financial position for the year ended Dec. 31, 1982 
are not comparable with 1981 and 1980. The goodwill 
relating to the acquisition of Coldwell, Banker & 
Company is included in Corporate. Allstate Savings 
and Loan Association, previously included in the 
financial statements o.f the Coldwell Banker Real 
Estate Group, has been retroactively included in the 
Dean Witter Financial Services Group. 


Real estate 

Percentage rental revenue is based on tenant sales and 
is recognized in the period in which the sales occur. 
Initial leasing costs are deferred and amortized over a 
ten-year period on a straight-line basis. Real estate 
commissions on sales are credited to income upon 
close of escrow or upon transfer of title. Sales com¬ 
missions expense is recorded concurrently with the 
income transactions to which they relate. 

Mortgage banking and mortgage guaranty insurance 

Fees for servicing loans for investors are recognized as 
income as the related mortgage payments are collect¬ 
ed. Net mortgage guaranty insurance premiums writ¬ 
ten are taken into income over the policy term. 
Premiums on policies with terms of one year are 
amortized on a straight-line pro rata basis. Single 
premiums for terms exceeding one year are amortized 
primarily on a basis that approximates the incidence 
of risk over the policy term. 













Notes to Summarized Coldwell Banker 
Real Estate Group Financial Statements continued 


1. Real estate investments 


millions 


December 31,1982 


December 3 

1, 1981 


Operating 

Held for 
or under 
development 

Total 

Operating 

Held for 
or under 
development 

Total 

Land 

$ 29.8 

$ 71.3 

$101.1 

$ 19.0 

$ 42.7 

$ 61.7 

Buildings, improvements and equipment 

358.3 

2.6 

360.9 

318.1 

2.3 

320.4 

Construction and development costs 

— 

41.2 

41.2 

— 

40.2 

40.2 

Repossessed property 

— 

6.8 

6.8 

— 

— 

— 

Net equity—residential property held for resale 

— 

74.8 

74.8 

— 

158.9 

158.9 


388.1 

196.7 

584.8 

337.1 

244.1 

581.2 

Accumulated depreciation and amortization 

59.6 

— 

59.6 

59.1 

— 

59.1 

Total 

$328.5 

$196.7 

$525.2 

$278.0 

$244.1 

$522.1 


The amount of interest and taxes capitalized in con¬ 
nection with property held for or under development 
was $7.0, $6.4 and $4.4 million for the years ended 
Dec. 31, 1982, 1981 and 1980, respectively. 

2. Real estate joint ventures 

At the end of 1982, Homart was a partner in 28 joint 
ventures formed to develop and operate regional 
shopping centers and other commercial property. 
Homart, with its partners, has jointly and/or severally 
guaranteed $207.2 million in borrowings for joint 
ventures in which it is a partner. 


At Dec. 31, 1982 and 1981, combined joint 
venture assets (primarily shopping centers and 
properties under development) totalled $527.1 and 
$525.0 million and liabilities (primarily long-term 
debt and construction loans) totalled $567.1 and 
$564.5 million, respectively. Joint venture revenues 
for the years ended Dec. 31, 1982, 1981 and 1980 
were $90.0, $75.5 and $58.5 million, respectively. 
Operating losses before gains on property sales were 
$36.2, $18.0 and $6.1 million for the years 1982 
through 1980. Homart’s share of joint venture gains 
on property sales of$ 1.3, $2.8 and $0.8 million for the 
years 1982, 1981 and 1980 are included in the caption 
“Gain on sale of property” in the accompanying 
statements of income. 
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Dean Witter Financial Services Group 
Statements of Income 


millions 





Year Ended December 31 




1982 


198!* 

1980' 

Revenues 

Financial services 



S 816.6 

$ 


$ — 

Interest and fees 



645.2 


325.2 

271.3 

Total revenues 



1,461.8 


325.2 

271.3 

Costs and expenses 

Personnel 

Interest 



537.0 


17.8 

(7.6 

Savings accounts 



265.3 


265.0 

195.7 

Other 



308.9 


68.0 

35.6 

Other operating costs and expenses 



321.4 


21.3 

18.2 

Total costs and expenses 



1,432.6 


372.1 

267.1 

Operating income (loss) 



29.2 


(46.9) 

4.2 

Other income 



— 


1.6 

2.7 

income taxes (benefit) 



13.0 


(21.5) 

2.2 

Group income (loss) 



S 16.2 

$ 

(23.8) 

$ 4.7 


Statements of Financial Position 

millions 


December 3i 


1982 

1981' 

Assets 

Cash and invested cash 

$ 401.8 

$ 482.4 

Mortgage, other loans and investments 

3,166.3 

2.772.9 

Receivables from clients and oibers-collateralized 

1,767.9 

1,464.; 

Securities purchased under agreements to resell 

1,004.7 

832.1 

Trading account securities owned, at market (note 2) 

758.5 

1,274.2 

Other assets 

270.7 

236.7 

Total assets 

7,369.9 

7,062.4 

Liabilities- 

Savings accounts and advances from Federal Home Loan Bank (note 3) 

3,132.8 

2,783.6 

Securities sold under repurchase agreements 

1,332.9 

1,564.3 

Payables to clients and others 

1,318.9 

1,000.9 

Trading account securities sold-not yet purchased, at market (note 2) 

373.9 

312.4 

Short-term borrowings (note 1) 

314.9 

495.0 

Deferred income taxes 

30.2 

22.4 

Long-term debt 

— 

14.3 

Other liabilities and accrued expenses 

393.2 

410.5 

Total liabilities 

6,896.8 

6,603.4 

Capital 

$ 473.1 

$ 459.0 


See notes to Consolidated and Dean Witter Financial Services Group financial statements. 
‘Restated (see Basis of presentation, page 58). 
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Dean Witter Financial Services Group 
Statements of Changes in Financial Position 


millions 


Year Ended December 31 


1982 

1981* 

1980* 

Sources of operating funds 




Group income (loss) 

$ 16.2 

$ (23.8) 

$ 4.7 

Depreciation and amortization 

19.8 

3.2 

2.9 

Deferred income taxes 

8.1 

(8.8) 

2.2 

From operations 

44.1 

(29.4) 

9.8 

Decrease in net trading account securities owned 

577.1 

— 

— 

Increase in savings accounts and advances from Federal Home Loan Bank 

349.2 

87.6 

284.5 

Increase in other liabilities and accrued expenses 

296.3 

186.4 

34.5 

Total available operating funds 

1,266.7 

244.6 

328,8 

Uses of operating funds 




Increase in mortgage, other loans and investments 

393.3 

94.6 

234.2 

Increase in net receivables from clients and others 

299.4 

— 

— 

Net additions to property and equipment 

28.7 

3.6 

7.4 

Increase (decrease) in other assets 

25.5 

7.6 

(3.7) 

Total operating funds used 

746.9 

105.8 

237.9 

Net funds generated from operations' before acquisitions and financing transactions 

519.8 

138.8 

90.9 

Inter-group capital transactions 

(2.0) 

304.1 

.2 

Net assets acquired of Dean Witter Financial Services Inc. 

— 

(305.6) 

— 

Net increase (decrease) in borrowings 

(194.4) 

17.7 

— 

Net decrease in securities agreements repurchased and resold 

(404.0) 

— 

— 

Acquisitions and financing transactions 

(600.4) 

16.2 

.2 

Increase (decrease) in cash and invested cash 

$ (80.6) 

S 155.0 

$ 91.1 


See notes to Consolidated and Dean Witter Financial Services Group financial statements. 
‘Restated (see Basis of presentation). 


Notes to Summarized Dean Witter Financial Services Group 
Financial Statements 


Summary of significant accounting policies 


Basis of presentation 

The financial statements of the Dean Witter Financial 
Services Group include those companies of Sears, 
Roebuck and Co. which engage in securities brokerage 
and principal trading activity, domestic and overseas 
investment banking, mutual fund and money man¬ 
agement, savings, loan and related services. The 
operating results and the analysis of changes in finan¬ 
cial position of the group are not comparable since the 
results and changes reported for 1980 and 1981 in¬ 
clude only Allstate Savings and Loan Association, 
while 1982 also includes Dean Witter Financial Ser¬ 
vices Inc., which was acquired on Dec. 31, 1981. 

The goodwill relating to the acquisition of Dean 
Witter Financial Services Inc. is included in Corpo¬ 
rate. The accounts of Dean Witter Financial Services 
Inc. are stated at fair market value which exceeds cost 
by $42.0 million in 1982 and $46.0 million in 1981. 
Allstate Savings and Loan Association was included 
in the Coldwell Banker Real Estate Group in prior 
year’s financial statements. 


Broker-dealer transactions 

Securities transactions are recorded in the financial 
statements on settlement date. Revenues and related 
expenses for transactions executed for clients, not yet 
settled, are accrued on a trade date basis. 

Savings and loan transactions 

Interest on loans is credited to income as earned but 
only to the extent considered collectible. Interest is 
not accrued on loans three or more months delin¬ 
quent. Loan origination and commitment fees are 
generally recognized as income when the loan is 
recorded. 

Securities transactions under agreements to resell and 
repurchase 

Securities transactions under agreements to resell and 
repurchase are treated as financing transactions and 
are carried at the contract amounts at which the 
securities will be subsequently resold or reacquired. 






































1. Short-ferm borrowings 

To finance the purchase of securities by clients on 
margin and to facilitate the securities settlement 
process, Dean Witter incurs demand obligations at 
the brokers’ call loan rate of interest. At Dec. 31,1982 
the average cost of borrowing was 13.4 per cent. 
Borrowings consist of the following: 


millions 

December 31, 1982 

Loan Collateral 
amount value 

Collateralized by: 


Client securities 

$ .4 $ .5 

Company securities 

27.0 52.6 

Unsecured 

28 7.5 — 

Total 

$314.9 $53.1 


The effective interest rate on amounts borrowed on 
repurchase agreements (excluding matched 
repurchase and resale agreements) was approximately 
12.2 per cent at Dec. 31, 1982. 


2. Trading account securities owned and trading 
account securities sold-not yet purchased consist of 
the following: 


millions 

December 31,1982 

Sold-not 
Owned yet purchased 

United Stales government 



obligations 

$187.8 

$ 72.4 

Municipal bonds 

68.9 

15.4 

Corporate bonds 

212.5 

19.0 

Corporate stocks and options 

89.4 

267.1 

Money market instruments 

199.9 

— 

Toia! 

$758.5 

$373.9 


3. Savings accounts by type follow: 

millions December 31 

_1982 1981 

Demand and passbook accounts $ 554.8 $ 450.3 

Consumer certificate accounts 1.363.5 1,334.5 

$100,000 mi nimum certificate accounts_542.2 485.1 

Total $2,460.5 $2,269.9 

Average annual compounded interest rate 10.08% 11.64% 

A summary of savings accounts by year of maturity 
follows: 


millions December 31 


_(982 

Demand and passbook accounts $ 554.8 

Certificate accounts maturing in: 

1983 1,327.8 

1984 263.3 

1985 198.9 

1986 94.5 

1987 and thereafter_ 21.2 

Total $2,460.5 


Based on historical experience, management 
anticipates a substantial portion of maturing accounts 
will be redeposited. 
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Sears, Roebuck and Co, 

Supplemental Financial Information Regarding Inflation (Unaudited) 


In accordance with Financial Accounting Standards 
Board (FASB) Statement No. 33 “Financial Reporting 
and Changing Prices”, the company is providing the 
following supplementary information which is an ex¬ 
perimental effort to quantify the effects of changing 
price levels. Required disclosures include selected 
financial information computed on the Constant Dol¬ 
lar Method (general inflation using the Consumer 
Price Index for all Urban Consumers) and on a 
Current Cost basis (reflecting specific price changes). 


The following data is experimental and involves 
the use of numerous assumptions and estimates. It 
must be interpreted with care in assessing the effect of 
inflation on the company. Statement No. 33 prohibits 
any adjustment of historical income tax expense. As 
a result, the effective income tax rate that results 
under the inflation adjusted data varies significantly 
from the company’s 1982 historical effective income 
tax rate. 


Selected Data for 1982 Adjusted for Effects of Changing Prices 


millions in average 1982 dollars 

Net income as reported 


$861 

Adjustments to restate costs for the effect of changes in current costs 



Cost of goods sold 

$136 


Depreciation expense 

205 


Gain on sale of property 

56 

397 

Net income adjusted for changes in current costs 


464 

Adjustments for the difference between changes in current costs and 



general inflation 



Cost of goods sold 

55 


Depreciation expense 

(24) 


Gain on sale of property 

(3) 

28 

Net income adjusted for general inflation 


436 

Gain from decline in purchasing power of net amounts owed 


11 

Increase in current costs of assets held during the year 



Inventories 

69 


Property and equipment 

411 

480 

Effect of increase in general price level 



Inventories 

141 


Property and equipment 

250 

391 

Excess of increase in general price level over increase in current costs 


89 


The adjustments to cost of sales decreased earnings by 
$ 136 million and $ 191 million under the current cost 
and constant dollar methods, respectively. Constant 
dollar adjustment based on a general inflation rate of 
3.9 percent is greater than the current cost adjustment 
based on changes in specific prices of inventory aver¬ 
aging 2.6 per cent (according to the Bureau of Labor 
Statistics Department Store Price Index). 

During periods of rising prices, the holding of 
monetary assets results in a loss of general purchasing 
power. Similarly, holding monetary liabilities results 
in a gain of general purchasing power because the 
amount of money required to settle liabilities repre¬ 
sents dollars of diminished purchasing power. The in¬ 
surance operations of Sears, Roebuck and Co. employ 
large amounts of monetary assets which in prior years 
caused a loss in purchasing power. In 1982, due to a 


lower inflation rate and the inclusion of the monetary 
liabilities of the new real estate and financial services 
operations, a small gain in purchasing power resulted. 

At Dec. 31,1982, the current cost of inven¬ 
tories was $3.6 billion and the current cost of net 
property and equipment, including rental proper¬ 
ties, was $7.3 billion. The historical net costs are 
$3.1 and $4.0 billion, respectively. 

The current cost of inventory, net property 
and equipment, and cost of goods sold has been es¬ 
timated based upon various methods including in¬ 
dexation and direct pricing. 

The current cost of depreciation has been es¬ 
timated based upon the above restatements of 
property and equipment using the same useful lives 
and depreciation methods utilized in preparing the 
historical cost financial statements. 





















Five-Year Comparison of Selected Financial Data 
Adjusted for Effects of Changing Prices 


millions, except per share data 

(Data adjusted to average ] 982 dollars, except for as 


reported amounts) 

1982 

1981 

1980 

1979 

1978 

Operating revenues as reported 

$30,020 

$27,357 

$25,161 

$24,528 

$24,475 

Adjusted for general inflation 

30,020 

29,034 

29,473 

32,616 

36,211 

Net income as reported 

$861 

$650 

$610 

$830 


Adjusted for changes in current costs 

464 

334 

507 

918 


Adjusted for general inflation 

436 

224 

279 

599 


Net income per common share as reported 

$2.46 

$2.06 

$1.93 

$2.60 


Adjusted for changes in current costs 

1.32 

1.06 

1.60 

2.87 


Adjusted for general inflation 

1.24 

.71 

.88 

1.88 


Net assets at year-end as reported 

$ 8,812 

$ 8,269 

$ 7,665 

$ 7,446 


Adjusted for changes in current costs 

12,595 

12,214 

11,841 

12,204 


Adjusted for general inflation 

11,855 

11,809 

11,923 

12,267 


Excess of increase in general price level over increase in 

current costs 

89 

58 

281 

1,057 


Gain (loss) from decline in purchasing power of net 
monetary items 

11 

(101) 

068) 

(232) 


Cash dividends declared per common share 

As reported 

$1.36 

$1.36 

$1.36 

$1.28 

$1.27 

Adjusted 

1.36 

1.44 

1.59 

1.70 

1.88 

Book value per common share at year-end 

As reported 

$25.08 

$23.77 

$24.32 

$23.44 

$21.84 

Adjusted year end 1982 dollars 

25.08 

24.69 

27.52 

29.81 

31.47 

Closing market price per common share at year-end 

As reported 

$30,125 

$1 6.125 

$15.38 

$18.00 

$19.75 

Adjusted to year end 1982 dollars 

30.125 

16.75 

17.40 

22.89 

28.46 

CPI-U (1967=100) 

Year average 

289.1 

272.4 

246.8 

217.4 

195.4 

End of calendar year 

292.4 

281.5 

258.4 

229.9 

202.9 
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Equal Opportunity Report 


During the past four years, Sears reduced its work 
force by 78,216 persons which represents a 19.8 per 
cent decline. In this same time span, the proportion of 
minorities in our total work force has increased from 
19.9 per cent to 22.0 per cent. Blacks now represent 
14.8 per cent of total employment and Hispanics rep¬ 
resent 5.9 per cent. 

During the same period of substantial em¬ 
ployment reductions, Sears reduced the number of 
Officials and Managers positions by 16,973 or 33 per 
cent. In spite of this reduction, the proportion of 
women and minorities in the Officials and Managers 
category is now at 43 per cent. Women now hold 37.1 
per cent of these positions. Blacks hold 6.7 per cent 
and Hispanics hold 3.0 percent. With full recognition 
that women and minorities tend to have shorter ser¬ 
vices as Officials and Managers, we believe these 
figures to be significant in the instance of such major 
work force reductions. 


Sears movement of women and minorities 
into management positions has far exceeded gains 
made by those groups nationally. The women’s share 
of such jobs in Sears is almost one and a halftimes 
greater than in the national work force, and the 
minority share, which has doubled nationally since 
1966, has grown elevenfold in Sears. 

In addition, Sears has continued both Tower 
Ventures, Inc., its Minority Enterprise Small Business 
Investment Company which provides basic services 
for businesses owned by disadvantaged Americans, 
and its programs to expand purchases from firms 
owned and operated by women and minorities. 

True commitment to Affirmative Action 
should not be measured by management rhetoric but 
by results. Sears is proud to demonstrate beyond 
question a total and continuing dedication to this area 
of business responsibility, especially in this difficult 
economic climate. 


Percentage of Female and Minority Employees in Each EEOC Job Category 
(Categories as defined by Equal Employment Opportunity Commission) 


Job Categories 

Female % 

Black % 

Hispanic % 

Asian/ 
Pacific 
Islander % 

American 
Indian/ 
Alaskan 
Native % 

Employees in 
each job 
category (in 
thousands) 

Date 

Feb. 

’66 

Dec. 

’82 

Feb. 

’66 

Dec. 

’82 

Feb. 

’66 

Dec. 

’82 

Feb. 

’66 

Dec. 

’82 

Feb. 

’66 

Dec. 

’82 

Feb. 

’66 

Dec. 

’82 

Officials and Managers 

20.0 

37.1 

.4 

6.7 

.7 

3.0 

.2 

.5 

.1 

.4 

33.4 

34.3 

Professionals 

19.2 

50.9 

.8 

7.9 

.4 

3.7 

.5 

1.7 

.0 

.2 

1.3 

2.6 

Technicians 

48.1 

55.6 

1.1 

17.5 

.7 

5.9 

1.5 

2.1 

.0 

.4 

1.5 

2.2 

Sales Workers 

56.9 

64.7 

3.2 

13.6 

1.5 

5.2 

.6 

1.1 

.1 

.3 

98.7 

113.2 

Office and Clerical 

86.0 

85.5 

3.1 

14.5 

2.0 

6.0 

.6 

1.2 

.1 

.2 

78.6 

76.1 

Craft Workers 

3.8 

8.2 

2.8 

10.1 

2.8 

6.0 

.7 

1.4 

.1 

.4 

20.8 

26.8 

Operatives 

12.0 

13.3 

13.8 

23.4 

3.5 

8.8 

.8 

1.2 

.1 

.3 

23.4 

10.5 

Laborers 

34.3 

37.4 

18.4 

24.3 

6.5 

8.6 

.3 

1.0 

.1 

.4 

15.2 

41.8 

Service Workers 

32.3 

38.8 

44.9 

23.5 

2.0 

7.4 

.5 

1.8 

.1 

.4 

9.9 

9.3 

Total All Categories 

50.7 

55.7 

5.9 

14.8 

2.1 

5.9 

.6 

1.1 

.1 

.3 

282.8 

316.8 


Table compares Sears present employment figures with those in first report after Title VII. 












Sears, Roebuck and Co. 

Shareholder Investment Information 


Common Stock Market Information 


(Unaudited) 

First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 

Year 


1982 

1981 

1982 

1981 

1982 

1981 

1982 

1981 

1982 

1981 

Market price per share 











High 

19% 

18% 

20% 

20% 

24% 

19% 

32 

18% 

32 

20% 

Low 

15% 

14% 

18% 

18% 

18% 

15% 

22% 

15% 

15% 

14% 

Closing 

19 

18% 

19% 

19% 

22% 

16% 

30% 

16% 

30% 

16% 

Price/earnings ratios (high-low) 









13-6 

10-7 

Dividends per share 

.34 

.34 

.34 

.34 

.34 

.34 

.34 

.34 

1.36 

1.36 

Dividend payout per cent 









55.3 

66.0 


Stock exchange listings 
New Vork 
Midwest, Chicago 
Pacific, San Francisco 
London, England 


Ticker symbol—S 
Switzerland: 

Basel 

Geneva 

Lausanne 

Zurich 


Dividends 

The payment of future dividends to shareholders is 
dependent on business conditions, income, the cash 
requirements of the company and other factors (see 
note 11, page 42). The Finance Committee reviews 
these factors and recommends changes to the Board 
of Directors. The board determines dividends per 
share of common stock which are consistent with 
earnings and the financial condition of the company. 
Cash dividends have been paid on common shares in 
every year since 1934. During the past 10 fiscal years, 
Sears, Roebuck and Co. annual dividend payments 
have ranged from 36.7 percent to 70.8 percent of net 
income. 


Shareholders 

Shareholders as of Nov. 19, 1982, record date for the 
January 1983 dividend, are as follows: 


Type of 
shareholder 

Number 
of share¬ 
holders 

Number of 
shares 

Average 

per 

share¬ 

holder 

Per 
cent of 
total 
shares 

Individuals 

Women 

137,914 

48,200,667 

349 

13.7 

Men 

106,634 

45,368,445 

425 

12.9 

Joint tenants 

68,905 

19,182,914 

278 

5.5 

Bank nominees 

2,019 

141,948,557 

70,306 

40.4 

Investment 

organizations 

31,668 

11,056,023 

349 

3.1 

Brokers 

293 

12,440,853 

42,460 

3.5 

Corporations 

and firms 

1,253 

2,270,282 

1,812 

.7 

Other 

1,605 

2,393,635 

1,491 

.7 

Employees’ 

Profit 

Sharing 

Fund 

1 

68,266,781 


19.5 

Total 

350,292 

351,128,157 


100.0 
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Sears, Roebuck and Co. Directors and Officers 


Directors 

Edward R. Telling Chairman of the Board and Chief Executive Officer l*, 2, 5*, 6. 

William O, Beers Former Chairman of the Board and Chief Executive Officer, Kraft, Inc. l, 3, 4*, 5. 
Archie R. Boe President 1,2,6. 

Edward A. Brennan Chairman and Chief Executive Officer, Sears Merchandise Group l, 2. 

Albert V. Casey Chairman and Chief Executive Officer, American Airlines, Inc. 2,4, 6. 

Donald F. Craib, Jr. Chairman and Chief Executive Officer, Allstate Insurance Group I, 2. 

E. Mandell de Windt Chairman of the Board and Chief Executive Officer, Eaton Corporation 3', 4, 5. 
Luther H, Foster Former President, Tuskegee Institute l, 4, 6. 

Richard M. Jones Vice Chairman of the Board, Chief Financial Officer t, 2 *. 

Andrew J. Melton, Jr. Chairman, InterCapital Group of Funds 1,2. 

Sybil Collins Mobley Dean of School of Business and Industry, Florida A&M University 4, 6. 

Norma Pace Senior Vice President, American Paper Institute, Inc. 2,4, 6*. 

C. Wesley Poulson Chairman and Chief Executive Officer, Coidwell Banker Real Estate Group i, 2. 
Nancy Clark Reynolds President, Wexler, Reynolds, Harrison & Schule, Inc. 4, 6. 

Clarence B. Rogers, Jr. Senior Vice President and Group Executive— 

Information Systems Group, IBM 2 ,4,6. 

Julius Rosenwald II Business Consultant 1,4, 6. 

Donald H. Rumsfeld President and Chief Executive Officer, G. D. Searle & Co. l. 2 ,4. 

Edgar B. Stern, Jr. Chairman of the Board and President, Royal Street Corporation i, 2 , 3,5. 

Arthur M. Wood Former Chairman of the Board and Chief Executive Officer l, 2 , 3, 5. 

Committee Assignments Key: 

1. Member of Executive Committee 

2. Member of Finance Committee 

3. Member of Compensation Committee 

4. Member of Audit Committee 

Corporate Officers 

Edward R. Telling Chairman of the Board and Chief Executive Officer 
Archie R. Boe President 

Richard M. Jones Vice Chairman of the Board, Chief Financial Officer 
Randolf H. Aires Vice President, Governmental Affairs 
Robert F. Gurnee Vice President and Treasurer 
Gene L. Harmon Vice President, Corporate Public Affairs 
Charles W. Harper Vice President and Secretary 
Philip M. Knox, Jr. Vice President and Corporate General Counsel 
Charles F. Moran Vice President, Corporate Planning 
David P. Norum Vice President, Taxes 

William E. Sanders Vice President, Corporate Personnel and Employee Relations 
R. Ben Skelton Vice President and Corporate Comptroller 


5. Member of Nominating and Proxy Committee 

6. Member of Public Issues Committee 
* Chairman of Committee 








Annual Meeting 

The annual meeting of the shareholders of Sears, 
Roebuck and Co. will be held in the Holiday 
Inn—Four Seasons Complex at 3121 High Point 
Road at 1-40, Greensboro, North Carolina 27407, on 
Monday, May 16, 1983 at 9:30 A.M., Greensboro 
time. 

Transfer Agent 

The Resident Transfer Agent and the Stock Transfer 
Division of Sears, Roebuck and Co. are located in the 
Treasurer’s Office, Department 969—34th Floor, 
Sears Tower. Chicago, Illinois 60684. 

Registrar 

The First National Bank of Chicago 

Auditors 

Touche Ross & Co. 

Chicago, Illinois 

Shareholder Information 

Correspondence regarding your shareholder or divi¬ 
dend reinvestment account should be addressed to: 

P. H. Thomas 
Senior Assistant Treasurer 
Department 969 
Sears, Roebuck and Co. 

Sears Tower 
Chicago, Illinois 60684 
Phone: 312-875-6644 

Investor Information 

This annual report contains selected information 
included in the company’s 1982 annual report on 
Form 10-K filed with the Securities and Exchange 
Commission. 

The following are available upon request, 
without charge: 

* 1982 Sears, Roebuck and Co. 10-K report; 

• audio-cassette tape of the company’s 1982 annual 
report for use by the visually impaired, and 

•a copy of the annual report of The Sears-Roebuck 
Foundation. 

Inquiries and requests regarding the annual 
report and other materials should be addressed to: 

R. P. Greer 
Assistant Treasurer 
Department 962 
Sears, Roebuck and Co. 

Sears Tower 
Chicago, Illinois 60684 
Phone: 312-875-1466 


Stars, Roebuck and Co. and Consolidated Subsidiarie 

Sears 1 ovser. Chicago. Illinois 606X4 




